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iseking a great moderBieation of its agriculture 
and; with a constructively conceived and well financed development 
progra a* is making rapid progress toward that objective * Tha work 
to be done and the effort that will be needed to achieve that 

o The present system of 











farising is still primitive <, A great ir^rovesant of the system of 
irrigation Is needed and underway* Drainage to complement the 

ri gat ion system and to provide a critically needed defense against 
linlzation of irrigated lands is a necessary improvement* A land 
pro vexes nt program so that land may be levelled as a preliminary 
& the use -of modern farm machinery must 
vo already begun to purchase up-to-date 
:> ranch further for modernisation,. Most 
improved only by much greater investment in 

tools* Livestock production needs to be integrated with crop 
production if a stable self-perpetuating type~of-farming is to be 

alished* Many new types of production particularly 



* 



lachinery but need 

as can be 







rage and seed production are going to need great 
will require the use of new forms of equipment 0 With 
rovewent of roads and transport ever the country much 
specialization of the nation 0 & farming will take pl&c 



the 


These changes will all generate a need for credit and much, 
of the credit required will bo of special kinds not how readily 
available to the farmers of the country* To facilitate this 
modernization of its farming* therefore* Iraq needs a modernization 
of its agricultural, credit programs and facilities and this paper 
presents a proposal for that purpose* 
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great* and 


of a-raq 
in the midst of a 
not too 




ting the farm 

by the fact that, the country is 

that __ 

changes are in progress* Most of the statistical information on 
the country 0 s farming rel-ste only rather generally to :j 
needs and there i3 5 

fencers 1 ability to use credit will be a 
ing how much credit should be made available to them* 


A*S 

the additional fact that an improvement 








With its two great river systems, however, Iraq has a 


huge erea of irrigated 
intensively* A recent 
that over 10,000*000 
mostly to winter crop 
flax whIch together 



( 1953 ) 




most of which are 
census of a 
of land are 
such as barley D wheat, 

9^000*000 Beshar&s 











lentils* vetch and 







such as rice 5 cotton 5 sesame, maize, green gram, millet and tobacco 


rare grown on an additionsX 1,127 
produced on an additional 170,000 
world* s largest producer or dates 


OOO 






0 Iraq is also the 
and a considerable producer of* 


other fruits and nuts 


The country* s livestock population is also large and 
includes over sixteen million major animals in addition to poultry* 
Estimated numbers of* animals are as Table I below: 





(1953) 



10 , 000,000 

2,900,000 

1,510,000 

718,000 

300,000 

500,000 

1 , 000,000 

562,000 


In addition to the 
, which are vast in area 




though 









tiroes under loose trS 
which use these range 
be served well with 
helped they will need 
not, there Toregive 
problems but will concentrate 
and land holders 0 


co ntrol« 
areas probably 












are the lands or the range 
low in productivity 
public ownership though at 

mins and their livestock 
cannot, for the most part, 
so that if they are to be 

;emsnts 0 This study will 
consideration to range credit 
on 








On the human side, the number of far 
estimated at 3,600,000 
the demand for well adapted farm credit might be very large 




1 people in 

and there is other evidence to indicate that 
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_ to the 1953 census* a total of 
land holdings in the country <> 

of 600 


Of these 92*025 or 


125,045 
cent were 

fact, over 50,000 very' small holdings of 4 mesharas or less 







73*6 per 
, in 



xn area 



The number of 
totalled 27,554 
s 5,466 constituted 















, IOO to 600 meshare 
0% and the remaining 
only 4 o 4 per cent of the 
embraced 65 0 8 per cent 

to only 10 0 1 per 













in small holdings and 24 0 1 per cent in medium sized holdings 


o 


herarever, that the proportion or large and assail holdings varies 
within the country * This variation is brought out in the table 



below* which indicates a uiueh higher proportion (indeed a prepon- 

of land in small and isediuiu sized holdings in Northern 
(Mosul, Kirkuk, Erbil and Sulalxnaniya Liwas) than in the two 
regions 0 By contrast the proportion of land in large 
holdings is very high 

Muntaf ic and 




indeed (90*1^) in the southern region 










Id.was is intermediate as the data of Table II indicates 


Table II 



Holdings in Iraq by Major 

aphical Regions #■ 


S£>RTHERN REGION 


Size of Holdinj 


less than ICO donums 
lOO to 600 donums 
600 donums and over 


Number 

48*282 

21,194 

2*592 




67 ol 1*945,350 

29 0 6 4,569,500 

5 0 S 5,174,100 


CENTRAL REG ION 

MkMMMantfnHMHupaMi 



16 0 6 

S9 0 l 

44 0 3 


Less than lOO donui 
100 to 600 
600 donums and 


tt** J 



Less than lOO donums 
lOO to 600 donums 
600 donums and over 


Less than lOO donums 
XOO to 600 donums 
600 donums and over 


20,946 75 0 7 

4,906 17 0 7 

1,832 6*6 

SOUTHERN REGION 

22,895 89o5 

1,454 5*7 

1,242 4 0 8 


372,912 

1,152,750 

5,718,800 


242,674 

391,050 

5,778,500 



92,023 73 0 6 

27,554 22 o 0 

5,466 4©4 


2,560,956 

6,113,500 

16,671,400 


5ol 
16 0 0 
78 0 9 



6*1 

90ol 


10.1 
24.1 
65 0 8 
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guidance of USOM specialist Mr* David H„ Walter 0 


o 






Oil 



by California and Arizona fanners 
loans in California alone in 
Hion dinar 
as a 







. land and of crop land* On the 

Iraq* has ranch 
ns and ranch smaller areas of 






in Arizona fara 
lied over ID 2S„000 5 000 and other 
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(1) Data t© California and Arizona are frosa Agricultural Statistics—a 

publication o/T the U 0 S C Department jot Agriculture — for 1955 or 1952„ 

(2) Estiisat© 1956 

(3) 1953 — Census of land Holdings in Xraq 0 Farsa holdings include e®»s but not 
all. pasture and range lands associated with farm holdings <> Most such range 
lands are in public ownership <> 

(4) Estimate ef irrigated lands planted to crops each year 0 Total area subject t© 
irrigated 11 so is approxinzat ©ly 3.2,000,000 zxoeharas 

( 5 ) Jn all cases data represent loans outstanding, as of the year indicat ©do 

( 6 ) Total* loans outstanding — Agricultural Bank ©f Iraq 0 

( 7 ) Bata froia Agricultural Statistics 0 
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At present the farm loans ©f the Agr cultural Bank Iraq 
amount to ID 3*200*000 ©r only a very small fraction* indeed.* ©f 
SEo-onts that will b© needed far the sedemiaation of the country's 
farsingo Furthermor© , along with th© aaedemizetion ©f farsdng there 
will inevitably be required a eosssensur&t© modernization ©f the 
market ing ©f fera product s 0 Much ®f sTich markot* Eoderniaation will 
b© cm urban rathor than a rural affair and can, therefore, be 
acfcosaplished with loans from co^aercial or urban banks o However, 
famaers to© must do much to improve isarketihg ©f their products and 
thoy usually d© this by forming saarkoting cooperatives for the purpose 0 
In th© UoSo a huge volume of credit is constantly used by farmers* 
cooperative associations and tho Federal Bank for Cooperatives in 
1952 had outstanding, for tho country as a wholo* ID 159*090*OCX) in 
loans o 


and there 
tions in 
XIshed a 
fstzss coop 
should be 


O* o 


©vcssent of farsa marketing 

virtually no f&raore 3 c©i 
tone© as yet 0 However, tl 
for Cooperatives which i 
iv® assoc i at ion 3 0 In tira 
a recognized aspect ©f a 


ng in Iraq is &t an Gariy stag© 
cooperative marketing assoc la¬ 
th© country has already estab- 


cib o 


has air© 
to make 
e c such 


3.o a ns to 


a far® credit system 


Taking n© account of credit outstanding for cooperative 
associations it is apparent from Tab!© Ill above that outstanding 
farsa credit for th© State of California recently has boon over 
ID 400,000,000 and for Arizona over ID 50*000*000 o In such isi— 
port ant matters as population* far??, population, land in Yarais* 
crop land* irrigated land and 30 on, as indicated in this table, 

California than it is to Arizona 




it 


therefore* it is assumed herein that for a fully 


ming in Iraq,, credit will need to bo supplied t© i 
h an extent that approximately a quarter billion 
>* 000*000) of far*i credit* ©f al3. kinds will bo 
.ch year* That as&ount then indicates the si&gnitud® 


dinars (ID 250*000*000) of fara credit* ©f al3. kinds w 
outstanding each year# That as&ount then indicates the 
fara credit needs at qosc future date* That date is a 
not a century away and is probably only a half century 


be is c 


Tits zaagnitude of pro sent nosda for farm credit is* of 


course* much less but it is surely not t 


e© muchg considering tho 


.reat d cts lopr,i©nt program now in progress 


importune© of farising to th© nation^ prose; 
pato that farm credit outstanding should b 
not loss than ID 20*000*000 FY outstanding 
It is on that presumption that the suggest 
of the farm credit system below are prases* 


the doaxina 
and future 
xpccted to 


c mg 


to a 
rise 
b IO 


t© 


a rs 


Generally g tharo is clearly needed a change in viewpoint 
in Iraq viibh ro«pect to th© financing of its farsaingc At pr©sout 
farming 1 3 financed on a. meager not to say minimum basis so that 
farmers have poorer access to credit than any ether na j or occupa¬ 
tional group in tho co*mtry 0 Yet not only is faming the country 0 s 
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ssajor occupation but a very large part; of the funds for develop¬ 
ment are new being allocated and used for th© further expansion 
of farsaingo These facts indicate a lack ©f balance in this 
Important aspect of developmental planning that is both obvious 
and scriouc 0 It is th© score serious because of the long time that 
will be required t© learn how te aanage the sxuch larger volume of 
credit that faraers need effectively© The change in viewpoint- 
required is, therefore, not only that the velum© of credit for 
farmors be increased but that provision for such Increase bs wa.de 
a matter ©f high priority© 

TYPgS OF CREDIT NRKDIg; 

Types of farsa loans outstanding in the U©S« shed seme 
light on types of farsa credit that will bo needed in Iraq© As 
indicated in Table Hit he bulk of UoS c farm credit is mortgage 
credit but that fact tolls little about what the loans are used 
foro In fact stortgago loans ars used in the U.S« for multiple 
purposes including production., land purchase, farm impr ©vose© nt, 
and so on 0 Statistics on amounts of funds used for various 
purposes are not available 0 


To forecast th© purposes for which farsa sort gag© credit 
will bs needed in Iraq It is, therefore, necessary to turn t© 
such inforsaatien as is available regarding Iraq' s farmer© and 
farming in goneral fl 

land Improvement s For th© modernisation of its farming 
thoro Eruct, in Iraq b© a gra&t program of land iaapro vozse nt 0 Net 
only must irrigation b© reorganized and saad® aoro efficient but 
land levelling, 3 © that heavy farm machinery can b© employed, 
Eiuet bo undertaken on a traaendeus sca!o 0 Also, se much of th© 
country*© irrigated lands are susc©ptibl© to damage by salting 
that nearly all land© that arc to bo continuously used for 
irrigation suet be drained u In sasmy places ale©, but particu¬ 
larly ±n the northern third of the country 5 soil erosion is so 
great a threat" t® poraanont farming that such tor racing, contou¬ 
ring and so on is going to bo noo<Dseaxy 0 


Tho cost of those land isaprovssr.cnts will in total be 
teersao c Th© costs fox* saajor irrigation structures will fall on 
government but the costs for fara irrigation canals, for land 
2 . 0 veiling, for lateral drainage facilities and for terracing for 
erosion control will fs.13. chiefly on th© faimro and land owners 


boar 


of the ccunt ry a Tho tabl© fcolow 
part* of the cests of those avajor 
wil 1 noed. to boar and for which ' 
credit o Tho roughness of tho es 
aro still so difficult to apprai 
that tho government ®f Iraq will 


provides a 


provide 


a rough estimate of 

rovoasent that farmer 

% 

likely to want to us 
suits partly because 
rtly because th® ass 
its f armors for carr 


of th® 


O 



Table XV 


St racturos 







Canals 

Torracing (otc) 



Jiipr©ve»ent C®sts 



15,000,000 

n 


is 


3 ,oco P ooo 



Cost Per 

ID 

2o5 

6oO 

2 0 0 

loO 



H©shara c Total Co at 

ID 


Total ID 


37*500*000 

90 ^ 000,000 

30 , 000*000 

3.000.000 


160 , 500,000 


Costs so hi’so* as the ID 160,500,000 in Table IV above* ar© 

more than a little startling and it aaay perhaps be ssers easy to give 
cr^donco to thoai after c 021 s id oration of th© fact that in the U 0 S 0 In 
1953 over 2„OOG- OOG faraars and land ©liners ssade land torovssjsnts 


for which 



ing to $184*403*000 was provided 



govc4rnment assistance payas?nts• hav© been provided U 0 S 0 
and in 1950 were higher than in 1953 when they totalled 
GOO, OOO „ Such assist an o»o paid only a. fraction of the «© 
improvements and the total costs to fanaere in the U 0 S 0 was fro® 
c four tines the assistance paysaente provided by govQrnnssnto 









KortUna.tQ3_y for Iraq thee© land 
gradually* A century fresi noif land ■*» 
progress in tho country 0 Just a® 
will bo generally and often high3.y 
isii-iions© lift for farraing efficiency 
underline the need far giving farsacr© and 
suitable credit ss that they nsay carry out 
caont the moro expeditiously* 





also such 
and will. 




ts* 




bo saade 
be in 
ravesaent 




land owners access to 
thoir to 1© in 



__;nd Ownership Q A second great aspect of ' 

prospective modernisation of fanaing in Iraq is that being brought 
about under the country * 3 Miri 31rf land Development pro gram e Tho 




ed to provide 3.ando to tho j&any fam©rs 
o cfoppsrs but who * naturally* 1 


ly* wish 

...._solvoo to own tho lend they fana 0 Under tho Miri Sirf program 

swae 32,000 settlement tracts will have been provided such fanzaors 


th 


ye 


ar X9bOo When all th© irrigation ccneiaes n®w 
©tod that number r?av bo increased t© 100 a 000 or 




o 
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Often theso aspirants far land ownership can bring with thaE, 
when they first sett 3. o on their f arsis, lit tie but their g?ost personal 
possessions and some tools 0 ‘ Needless to cay they need credit not only 
to start farming on their own but t® enable thesi t© make at least a. 
start on ^ederaising their fans, operations 0 Most of these settlors 
possess only limited farming skills and they need to be introduced* t<z> 
newer methodrequiring largo amounts ef sere up-te^-dat© equipz&snt, . 
only gradually* Nevertheless it will probably require loans @f net 
less than 3D 200 each to afford such settlers reasonable prospect of 
shaking a bo ginning success of their settlement ventures* Xf in total 
ICOj-OOO such settlers are, over the leng run, to b© provided ID 200 
loans the total loan funds needed will azs£>unt t© ID 20^000,000* 

This 3D 20,000, OCX) will do no saero than insure these settlors 
a good beginning o When th.es© new famore graduate as settler© and 
start out t© modernise their fana operations in earnest their credit 
needs will greatly increase 0 Perhaps a third of the settlers will 
have the ability to advance toward such modernization and these, in 
that process, will surely need ID 1000 each of credit or a total ©f 
over XD 30^000,000* 

The need for this particular kind of credit docs not end 
at this point, howevero Most of Iraqis f&jrra. lands arc already under 
private ownership* Much of such lands aro hold in great estates and 
it bin b© profitable and constructive frosi many viei-rpoirrt & to divid© 
those ®states \ip into SKsaXXor tracts to bo leased or sold to ra©n and 
frillies that are now fara laborer© or ahar® ersppora c . Sharecropping 
works vtoUl enough when grain and cotton aro- the Esajor cr©p3 but it 
work® much loss well when it is livestock products (particularly 
dairy products) vegetables and fruit© that ar© the main farm products* 
The no products are produced i&ost efficiently by E*sn or families who 
own or ez-cpcct to own th® land they fara 0 

Much effort can, therefore, be constructively be put into 
programs to assist landlords and sliare croppers to effect an orderly 
change that will sgo the subdivision of sany and perhaps the bulk ©f 
the country^ large estates into small and rsediusi 3±sod faras operated 
?.ntensiv©ly for the - production of livestock product© 5 vegetables and 
fruits* Programs for roughly similar objectives have been in progress 
in the United States for decades and the type ©f credit provided for the 
purpose has been aptly called "ownership” credit * 

Itfhil© it is difficult indeed to estimate the need fer such 
credit it i£ presumed herein that the total amount needed for the 
purpose raay nit irately be at least as large as that needed for 
sattlexaent credit D as described above, or 3D 50,000*000 so that the 
prospective funds that will bo required for settlement end ownership 
credit rnay in a ha3_f century reach 3D 3.00,000,000 of loans - outstanding 
each year* 
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Faria Machinery p A groat share of the mortgage and. settle-* 

Eisnt ownership credit desci’ibed above will, of course, be used for 
the purchase of faz^a machinery's The question of credit for such 
machinery is, therefore, in part merely a problem of the additional 
amounts needed and 5 in part, one of the methods that should be used 
to* facilitate tho constructive purchase of farm machinery for farm 

modernization in Iraq 0 

That there v/ill be great amounts of farm machinery purchased 
over, the next f ®nr decades in Iraq is practically axiomatico Tho 
country ha© spectacular oil reserves, considerable refining capacity- 
arid more planned 0 Fuel and lubricants for the tractors, 'which are 
th© central features of cadern farm mechanization, are, therefore, 
already available at nsedest cost c Traotors multiply the effectivonoss 
of farm labor to a startling degree so that tractorization is already 
proving profitable and the export of oil, barley and dates is already- 
providing the country with quite generous supplies of foreign exchange 
that can bo used to import both tractors and the other machines to bs» 
uced -with- them „ 

In. the United States the value of farm machinery in use on 
farms in 1955 totalled §X7,700,GOO,OOC and tho prospects are that 
the value of euch-Kachinary In Iraq aa y in a half century approach 
ID 200,000,000 o The volume of business and credit associated with 
such machinery is certain to bo of suoh a magnitude that special 
credit facilities will bo nsadedo That is, suitable credit arrange- 
moats will lower the cost of such machinery to farmers and assist 
them to pay for it cut of increased earnings incident to its use* 

There is urgent need therefore, to zaOke provision fox* such machinery 
credit so that a basis of experience in the handling of such credit 
both by the lending agency or cigontica and by farmer borrowers may 
be acquired s.s expeditiously as possible* 

XdLyestocky livestock at present in Iraq is fed almost 
entirely from aftermath and range pastureo There is little forage 
product ion-and only a small amount of that intensive feeding for 
milk^ egg and meat production that io the major characteristic of 
livestock husbandry in Europe and tho United States 0 But intensive 
feeding of live stock lias mad© a beginning in Iraq and with enlarging 
markets* hotter prices and much improved transportation, animal 
husbandry can bo expected to boccmo tho major farm entorprioe in this 
country Just as it is in Europe and the U 0 S c 


production 


the United States there 
and much livestock (both 


is great specialisation in meat 
cattle and sheep) move from 




o 


o 


Data are not available on loans to fanners for the purchase 
of livestock in the U 0 S« but each year fa inters of that country pay 
ou£ between lo5 and 2 c O billion dollars for livestock purchased 0 An 
estiiaated one fourth to one half of this amount is paid for on credit 
so that the volume of livestock credit in that country is very large 
indeed o In Iraq specialised livestock credit will probably develop 
slowly but the need for such credit is already apparent 0 

Producti on^ On© cliss of farm credit that is improtant to 
farm operations but vdiich overlaps those categories of credit discussed 
above s is product ion credit 0 In. fact machinery* and livestock credit 
are only particular kinds of production credit but*, in addition to these f 
farcsssrs often need credit for tho purohasa of feed, seeds, fertilisers 
and other supplies 0 Parmer© in ths United States, for instance, in 
1954 paid out over §4 billion for feed, over $1 billion for seed and 
ovor a half billion dollars for fertilizers* Data are not available on 
eicpandituros of Iraqi farmers for the same types of supplies but it is 
safe to say that they are large and that the modernizations of farming 
in the country will so© them greatly increased*, 


In the UoSo such production credit is obtained by farmers 
chiefly from conxsercial banks, which provided California farmers with 
short term personal and collateral loans to a total of XD 120,235*000 
(outstanding in 1955) &.nd Arizona farmer© with., ID 19^272,000,, 

Such personal and collateral loans were used chiefly for purposes of 
production*.. The counterpart to thi3 type of credit in Iraq are the 
loans to farmers and livestock men by merchants and traders 6 Because 
of tho high rates of interest charged by the so th© volume of such 
credit in Iraq is almost certainly very small and the lack of such 
credit in volume and on reasonable terras may bo one of tho most 
sever© of all limitations to the rapid and smooth expansion of farm 
production in Iraq*, 


banks 


every town of any sis© 
In Iraq by contrast 
and to Liwa capitals 


al3y also U^S., farmers have easy access to banks 
any sis© in that country has one or user® commercial 
ontrast commercial banks are confined to the c»ajor 


raost farmers are concerned 


Tho 1 
, th® 


hencGp out of 
of provision 


such production 
in the farm 




o 


o 


1952 a total or-10.114 farmer 5 s cooperatives and most farmers of the 


country, were- members of one or more such cooperatives 0 
California alone had 469 such associations and Arizona 



in Arizona 


a: 

a 






did a business of 
$23,000,000 th 


$ 863 , 000,000 


The 

19o 

in 


state of 
The 

and tho 







and the 
to make 


Iraq already has a Bank for Cooperatives interested in assisting 
cooperatives with both al and financing 

probabilities are that farmers of tho country will desire in time 
of the facilities so provided» The volume of credit needed 




may be for a long 
such cooperatives o 









For purposes of planning 
credit that may ultimately be needed £ 

For issued5.ate consideration it is, however,, 
probable need for credit at the ersd of the next 10 
In the table below a forecast of that kind 
the table should be accepted as rough and 
planning purposes only© 


these figures on types of 






is offered 


to forecast tho 
years or in 1967• 

All figures in 








TabIo r V 

Estimated Faina Credit Need© 
of'Credit Expected to be Outstanding IO 
year from now or in 1967® 


Mort 



Credit 




41 


ent 


Production Credit 

General 

Machinery 

livestock 




ID 10,000,000 

5,000,000 

2,000,0OO 
2 , 000,000 
750*000 
,_ 250. OOP 


XD 20,000,000 
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E XISTING FARM CREDIT AGENCIES 

S 

Iraq is already making soma effort to supply farm credit 


It has created the Agri 
iiefore 1920 and the Bank 
but which to date has 

















These beginnings have been both too small 


ineff © ct ivo 


t of1 
finaw* 









and touch too 

z a 






but only a 
in the 

have 






tion of the amounts 
Unfortunately also the Bank 
been faulty 





percentage of its loans persistently in default 


*s loan 
by the 




The 


below* indicate 











annual reports of the Agricultural Bank* as in the table 

has boon this defaulting 

o For the 

inclusive* delinquency ^as persistontly at the 60 

added to delinquency from which 
Both delinquency and postponement 
years but in 1953 ware, together* 
counted very higho 

Table VI 


zmich different 
in more recent 
which must 



1954—1950* 
cent level if 
arc not too 
havo declined 
26 par cent 




AGRICULTURAL BA?iK~>LOAN REPAYMENT AND DELimQUENC Y * 

. 1940-45 and 1949-53 FISCAL YEAR3 


Fiscs a3 
Toot 

l Loans 

Ko 0 

Amt * 

Due 

ID 

Amt 0 

Recdo 

ID 

. Loans 
Amtb 

ID 

Postponed 

Percent 

% 

Loans Del: 

• 

No 0 Amt 0 
ID 

1940 

1836 

94 ,692 

61,350 

19,964 

21 

363 

13,378 

1941 

1923 

102,627 

55,320 

27,402 

27 

607 

19,904 

1942 

3173 

127,942 

89 „661 

20,990 

16 

530 

17,290 

1943 

1352 

68 ,546 

50,366 

13,368 

20 

142 

4,812 

1944 

714 

48,369 

14,078 

12,701 

26 

• 

36 

1,591 

1945 

1073 

90,619 

36,156 

14,250 

16 

• 

537 

40,214 

1949 

— 

279 s 975 

103,333 

50,507 

13 

— 

120,034 

1950 

— 

280,530 

107,521 

50,508 

18 


122,501 

1951 


233 £ 624 

14-3,095 

53,334 

15 


55,195 

1952 

•ut» 

202,545 

3-46, 950 

32,741 

16 

— 

22,854 

1953 

— 

315,317 

234,757 

36,589 

12 

— 

43,971 



Data on mortgage 

loan delinquency in* the 

UoSoare 

not ava 


but 

r except in 

the saver© 

depression of th© 1930 ®; 

3 were much- smal 



% 
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than these for th© Iraq AgriculturallBanko Data on farm foreclosures 
and bankruptcios in the U 0 S.> are avaiT able for recent yoars and are so 
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low as bo be taiaiaportant 0 That ±», in 1955* when the rate was the 
highest in nine years > only 1<,9 farms per lOOO were t ranafsrrad 

because or foreclosure or bankruptcies G 

% 

These low forced sales figures for the UoSo illustrate 
how small are the risks of loss from delinquency of farm loans in 
that country* The high delinquency rates for Iraq, therefore, almost 
certainly indicate faulty loan and collection procedures rather than 
any basic fault in farm credit as such* If that b® accepted as the 
case the modernization of the country 0 ® farm credit must be achieved, 
by a' great strengthening of its farm credit institutions, their 
organization and procedures 0 A proposal for that purpose is presented 
in the remainder of this papero 

REORGANIZATION PROPOSALS 

The Iraq Government has in recent years set up four special 
purpose banks to assist it with Various phases of th© development of 
the country 0 -Thee® bank© include the Agricultural Bank, Cooperative 
Bank, Hortgag© Bank and the Industrial Bank* Borne valuable work has 
been accomplished by these four -banks and some needed experience on 
important aspects of development financing gain©do None of the four 
have become partieularly largo or powerful, however, and there may, 
therefore, bo something to be gained by consideration of the merging 
- of two of the four (the Agricultural and Cooperative Bonks) into a 
single largor institution with broader functions in the field of 
agricultural finance 0 Even the merger of these two bonks, however, 
wauld not provide coverage for the whole field of financing of farmers o 
Th© new institution born of the merger would need to provide much 
better facilities for production credit including machinery and 
livestock credit q Also* as noted above, thero is great need for more 
adequate eottlemsnt and ownership credit o Basically, therefor© a full 
farm credit service for Iraq would need to provide -for four- major 
unitSo These would bo Banks or Division© for 

!«, Farm. Mortgage Credit 

2 0 Production Credit 

3« Settlement (and Ownership) Credit 

4» Credit for Cooperatives 

Four such major Banks in what might b© called Th© Iraq 
Agricultural Credit Administration would, if well and aggressively 
administered, provide the full line of credit needed by Iraqis 
farmerso Such an institution furthermore, would be (indeed must be) 
largo enough to command th© services of an unusually competent 
•President as chief administrator or oxecutive who should, ideally, . 
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supervision of 'the loans of the Farm Credit Administration is much 
less universal and far less intensive than for those of the Farmers 
Horn© Administration* Iraq may x^rell also find it advisable to 
provide loans with varying degrees of supervision and can establish 
the proposed AC A ;dth -exactly that in mind* 

For the U*S 0 the most intensive supervision of loans is 
provided to (1) first borrowers, (2) younger borrowers, (3) borrowers 
who possess Load©quate .security and (45 borrowers who are making the 
step up from tenant to mortgaged owner 0 * 

For the ACA the provision for supervision oould be placed 
on an administrative basis with a regulation for the guidance of its 
officers specifically drawn up for the purpose* Such regulation 
would probably provide for field supervision for all loans (1) under 
some certain sum (say ID 500) mad© to beginning and young farmers 
(3 T made-to all settlers on Miri Sirf lands or on subdivisions for 
settlement of private estates and (4) made to any borrower having an 
earlier record of uncorrected or final delinquency with the Agric¬ 
ultural Dank or any other government lending agency* The regulations 
could then go on to provide that borrowers who have established so 
good a record under supervision as to have earned th© recommendation 
of their loan supervisor for a next loan on an unsupervised basis, 
could bo granted that privilege 0 Probably also the regulation 
should go far enough to provide for tho clamping of field supervision 
on any regular loans that 5 for any reason, have become delinquent* 

Loan supervision of varying degrees has become a fixed aspect 
of farm credit systems in countries with highly modernised farming and 
is certain to havo a permanent place also in Iraq* 

The proposed roorganisation and expansion of farm credit is 
clearly needed if balance in tho country's developmental program is 
to be maintained c Tho re suite of opening up great new areas of land 
for settlement • are going to be disappointing unless farmers car 
quickly and effectively got these lands into production once water 
is provided for the purpose* The objective of. the development 
program* of achieving a great expansion of farm production, cannot be 
achieved unless adequate farm credit to facilitate that.expansion 
is provided* Also Xraq e s famsrs will be able to improve their incomes, 
which are at pro sent often exceedingly low, only if they can modernise 
thoir farming practices and to do this they must learn to make use of 
credit much more effectively than thoy have in the past* 


■2-Undoz' tho so-called tenant«-purchasc loan program of the Farmers 
Home Administration* 
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FINANCING HODKRN FARM CREDIT 

In Iraq funds from which farm credit agencies such as 
the present Agricultural Bank make their loans are provided by 
government« Subscriptions to the loan capital of the Agric¬ 
ultural Bank are made by appropriations approved by Parliament 0 
Parliamentary debate undoubtedly does consider the credit needs 
of farmers in the provision for such capital but such debates 
. comes only at long intervals so that in fact loan capital or 
capacity, and need for farm loans are either poorly related in 
Iraq or not related at all© VJh&fc is needed, therefore, is more 
flexibility in the provision for capital for the making of farm 
loans and the methods that -other countries, notably the U 0 S„, 
employ in this matter are, therefore, of interest 0 

For that part of-its financing of farmers that is 
carried on by its coasnorcial Banins (a considerable portion of the 
total of cuch financing} the U 0 3 0 has established the huge Federal 
Reserve System which permits member banks of the system to discount 
commercial paper with 12 District Fedora! Reserve Banks and thus to 
replenish their lean capital vihenever they find themselves running 
short of funds and still wishing to make loans« Seldom since the 
establishment of tho Federal Reserve System has there been a-serious 
shortage of* bank loan funds in U 0 S 0 farm communities despite the fact 
that :*aany of the smaller banks in rural towns do not belong to the 
system© These smaller banks do commonly have as correspondents 
larger banks that are members 0 When the small banks run short of loan 
funds they can and do discount eligible paper (usually promissory 
notes) Tr/lth these larger correspondent banks which, in turn, present 
these to the Federal Rosorv© banks when thoy need moneyo 

# 

Huch- more Important for Iraq, idlere commercial banks -do 
little fsna lending^ is, however, the method by which the groat 
government sponsored far^r*-credit agencies of the TJoS„ assure them— 
solves of a sufficiency of loan funds to zaeet demands 0 

In the case of the U©S© Farm Credit Administration all 
bor-rovrers aro-required to make a subscription to capital•stock of the 

lending agoncj.es amounting to 5 P^r cent of their loans© The lending 
agencies are then permitted, by law, to issue and sell debenture bonds 
up to 20 times thoir capital stock© That means that they are in 
effect able to sell bonds in an amount equal to the loans they make 
and are, therefore, provided a means of obtaining sufficient loan 
funds at all times© 

The lending agendas pay dividends on this stock if thoy 
earn them and buy back the stock when the farmer pays the last of 
Ills losjio Usually the stock is repurchased at full price but if the 
lending agcncios suffer losses the repurchase price may be reduced 0 


This mothod* used so broadly, and successfully in the U*S*, 
could be employed in Iraq but if U3®d would need to be explained 
with particuX&r car© to farmer borrowers wio, in this country, have 
so very little acquaintance with stock certificates or financial 
securities of any kindo 

Before this method could bo adopted in Iraq, however, 
there would need to bo statutory provision pazsaitting the . ACA to 
sell debentures or bonds based on its loans* This matter is 
probably worthy of most serious consideration* Investors in all 
Western middle class economies invest huge amounts in financial 
securities: that is, stocks and bonds* Iraq now has, particularly 
in Baghdad, a large and growing middle class many of the members of 
which must now bo looking for similar promptly re salable and, hence, 
essentially liquid securities * These would be thepeople who would 
purchased ACA debentures* 

§ 

Such investors may, however, need some special assurances 
as to the safety of their proposed investments in the ACA debenture 
bonds or notes* For that purpose the government of Iraq should 
probably provide a guarantee of principal or interest, or both, on 
all bonds and notes Issued by the ACA* Such guarantees have boon 
provided investors by tho U 0 S„ government in similar circumstances * 

There are ma.ny ways of providing such guarantees* Commonly 
governments, in cases of this kind guarantee payment of both principal 
and interest o in other eases there may be guarantee of principal 
only* likewise various percentages of principal may bo guaranteed 
and the guarantees need not to bo in perpetuity* The Iraq government 
could for instance, guarantee those ACA debentures only till investors 
had gained a closer acquaintance with tho character of the issuing 
agenoy and its ability to make collections of principal and interest 
on’ it© loans and thus to obtain income to moot bond payments as theso 
-came due * 

Quite* surely tho government of Iraq should, to begin with* 
guarantee both principal and interest of any debentures the ACA is 
permitted to iGsuo Q Such guarantees are particularly necessary as 
long as heavy outlays for loan supervision will be a necessary part 
of the operating expenses of tho ACA* On small loans particularly, 
cost 3 of supervision may eat up all eamingc to b© derived from, 
such loans a 

Govsmaont guarantees, even of both principal and interest, 
lively not, however. Insure tho. debenture bonds of the ACA a sufficient 
market * Economical sale of such debentures often requires that they 

**iTotos rather than bonds would bo used by the ACA when it wished - 
to raise funds for use over short periods only* 
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A 


be issued in large lots of say ID 1*000*000 or more* In a largo 
investment market* such as exists at all times in the U 0 S 0 * 
marketing large volumes of* securities is not too difficult Q In 
Iraq an adequate market is much less certain* 

Under the circvsastances the Government may need to do 
several things to insure the ACA the funds it needs o First* tho 
Government may need to agree to purchase the bonds which the ACA 
cannot itself market 0 Second the commercial banks of the country 
may need to be permitted to keep part of their reserves in such 
bondso Third* the government could make such bonds eligible for 
purchase and use as reserves by insurance companies p charitable 
and religious trusts* the postal caving©* port authorities and so 
on Q In the United States the huge social security fund accumula¬ 
tions provide a great market for government bonds and* with the 
new social security provision© now in force in Iraq* there may in 
time be similar funds for investment here 0 

Bond sales* to finance the ACA will almost certainly prove 
to bo the preferred method of financing farm loans in Iraq particu¬ 
larly over the long run 0 The government may need* however* to use 
supplementary means of financing to insure funds while a market for 
ACA bonds is being developed 0 Other nearby countries* notably 
Turkey* have used special taxes to obtain tho needed funds 0 The 
Iraq government might wish to use part of the revenues from the 
proposed rural land tax for such a purposeo Alternatively* if a 
charge or tax is to be paid for irrigation water supplied by 
government (to amortize costs for irrigation and drainage ditches 
and other structures) a small percentage of the revenues so 
collected might be appropriated for the express purpose of providing 
funds for fazm credit* 

Funds from these sources used as a government contribution 
to the capital stock of the ACA would strengthen the security and 
. marketability of its bonds 0 Arrangement 3 of this kind might* indeed* 
be used so as to make the bonds acceptable as a basis for a loan to 
tho ACA from tho International Bank for Reconstruction and Develop-* 
ment if that should prove advisable 0 

On© more thing that could be done to improve the marketa¬ 
bility of such debentures would be to make tho returns to them 
(interest on them) tax exempt 0 That is exactly what wu© dons for 
Federal land Bank debentures in the U 0 S 0 and did help greatly to 
give them a ready market* 

As will be noted below* an institution such as this 
proposed Agricultural Credit Administration can expoet in time to 
©am a considerable income * In the U 0 S 0 the Farm Credit Administra— 
ticn has been able* during recent years* to earn enou^i to pay- 
operating expenses and to pay steady and good dividends on the stock 
which borrower© purchase when making loans 0 By contrast the costs 
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Directors General of the four banks 

a* Farm Mortgage Bank 
b 0 Production Credit 
Co Settlement Credit Bank 
do Bank for Cooperatives 


4o Heads or major administrative divisions 

a 0 * Administrative Services Division 
b*> General Counsel 
Co Fiscal Air airs Division 
d c • Review and Research Division 

5 o Heads of* all Branches established by the ACA in-the 
Liwas (14 in all)o 

With government assumption of these costs as suggested 
above, the ACA should bo able^ as soon as it has a reasonable volume 
or business, to defray all other costs * Government will, however, 
need to assure that all costs will bo covered Tor the .first years of 
operation*, The ACA should be requested in its budget submission for 
each of those first years, to indicate (l) the volume of business it 
bolisvos necessary before it can itself pay costs of operation, (2) 
a forecast of when and how it expects to achieve that voluma of 
business and (3) an itemized, -statement of the government subsidy it 
will require to cover its anticipated outlays for th© budget yoar 0 

TREN DING OPERATIO NS 

Th© usefulness and success of th© proposed ACA will ba 
pretty much determined by the effectiveness of ite lending operations^ 
Tlier© must bo a large volume of loans both to support th© active 
development of its farming that the country now so greatly requires 
and to put th© ACA on a self supporting basis c However, all loans 
E3$.de must bo good loans and volume must never b© achieved in a manner 
to compromise or ©ndanger collect ions 0 

Making good loans is a complex art and only th© major 
procedures to insure as rigidly as possible that all loans are good 
loans can be discussed h©r© 0 

One of the first requirements for the making of good loans 
is th© ©stablishmont of a sound system of security appraisalo Each 
of tho four banks will ncod a highly trained chief appraiser to bo made 
responsible for training and supervision of field appraisers,. 

Appraisal forme need to be prepared and thera needs to b© spacs ora 
such form® for a brief review of tho character of tho proposed 
borrower, together with an estimate of th© applicant's real intent 
tion to repay 0 Appraisal procedures in us© in th© U 0 S 0 idler® there 
are now decades of ac cumulated QxpsrisncQ in farm lending, should b© 
studied o The appraisal forms in use thor© can easily b© obtained 
and translated for adaptation to us© in Iraq© 

In addition to the appraisers for the Banks, hovrsyer, tho 
2 najor U 0 S 0 farm credit agencies employ, as a major official, a 
Revie w ing Appraiser whoso job it is to roviovr and pass on all 



Th© reviewing appraieor * however, also carries on constant 
investigations to (1) provide field appraisers with a flow of 
information that will assist them in making accurate value 
dot©rrainations (2) determine whether appraisals are kept uniform 
in th© various lending districts (liwas) (3) su gg est changes in 
appraisal procedures or.foi^ns when these appear advisable 0 It is 
the Reviewing Appraiser that the President of the ACA would hold 
finally responsible for the making of field appraisals upon which 
lending operations could be safely conducted 0 

Many rules governing lending operations need to be 
established rather by the law itself or written regulations, 
however P Thus tho maximum porcentag© of appraised value that 
may be loaned is best put right into the law and is indeed already 
in th© Agricultural Bank Law 0 Probably in Iraq* with its complex 
system of land titles and tenures* basic loan limitations est-abo¬ 
lished by'law need to bo further spelled out by regulations o Thus 
if a basic 50 per cent of appraised value for loans on land held 

under Hulk tenure war© to be established* corresponding and lesser 
limits will almost certainly bo needed for Tapu and Xazm tonures 0 

Sine© tho majority of land in farm holdings ±3 hold under 
T&pu or Lasma titles both law and regulations may be needed to spoil 
out and simplify lending procedures for use in connection with such 
lands 0 

Xn the UoSo# the Farm Credit Administration may lend on 
first mortgage only and loans arc limit©d to 50 per cent of appraised 
values of tho real estate off ©rod for security*, Tho Farmers Honaa 
Administration on the other hand may lend a higher percentage of 
appraised value -and many of its loans ar© so called character loans 
rather than loans made on real estate security*. 

One further and imperative element of loan procedure is to 
have an abstract of titlo prepared for each and every loan 0 Only 
then can the lending agency bo sure that it will: not become involved 
in expensive titlo suits 0 

Viewed from th© side of the borrowers* one aspect of loan 
procedure 13 of vital importance 0 That is, tho borrower© will wish 
to have explained to him exactly what sort of loan he is getting*. 

Such explanation should bo provided * Some and perhaps a good many 
borrowers in Iraq will bo unable to read and that will require oral 
explanation However, the ACA-will wish first to think through and 
then publish leaflets designed to inform farmors of tho exact terms 
under which they may borrow and, equally, th© terms under which tho 
repayments of th© loans are to ba made 0 




LOAN TERMS 

A great cleal of es 32 erA 0 n.ee In th© U 0 S* and Western 
Europe indicates that farmers need long “term mortgage credit tnd 
short and Intermediate term production credit * 

In Europe it is not uncommon for farm mortgage loans to 
run as long as 40 years © In oh© U 0 S 3 a 30 yoar maximum is common 
and many mortgage loans run only IO and 20 years* The time has 
probably com©* therefor© , when the period, of the farm mortgage? loan 
in Iraq should be ext©ncl<3d to 20 years and in selected cases to 
30 years o 

Thor© are also icany forms of mortgage repayment and of 
thes© the one most common now in the U®S 0 is the so-callsd asnortiaa^ 
ticn plane Thera are a number of variations of this plan but on© 
in common us© is to fix & percentage* payment of th© total loan that 
will* when paid each year B retire the entire loan in a given period 
of years o Thus if th© interest charge is 5 P®r cent a year th© total 
charge may b© set at 6 or 7 per cent of th© total loan* Then th© 
total loano Then th© borrower pays & fixed amount known in advene© 
each year* A on© per cent loading of th© interest rat© under this 
method repays the entire loan in about 30 years and a 2 p©r cent 
loading retires tho loan much more qu±ckly<> Th© first yearns 
payment in either case is mostly interest but the last yearns pay¬ 
ment is mostly principal 0 

Th© interest rat© charged As* of course th© most important 
loan*1 02 m to the farmer borrower© Most Western countries have- raado 
great efforts to keep such rat os low and yet realistic* Rates too 

• l 

'"low stimulate borrowing unduly and rates too high limit borrowing 
too sharply- Probably tho most satisfactory rat© for government 
sponsored agencies ±3 one that is not heavily subsidised by govern- 
merit but nevertheless supported by a government guarantee on th© 
debenture bonds sold for tho purpose of financing lending* In tho 
U*S* ouch is # in fact* the char-actor of th© rat© charged on 
mortgages by th® Pars* Credit Administration and its Land. Banks 0 
Yet such rat © lias not discouraged faxm mortgage lending at competi¬ 
tive rates by insurance companies* comm©rc±ai banks* individuals 
and tho like* X n fact* in 1935 * life insuranco companies had 
nearly twice as much money invested in farm mortgages in th© U 0 S 0 
as tho Federal Land Banks and individuals nearly three tim©s -as much* 

For caajor gov©musental financing ag«racA©s, such as th© ACA 
would be* there are always two elements in th© structure of th© 
interest charges made on loans* The do are, first, a charge to moot 
tho interest that sast bo paid on the money used for tho making of 
the loans* If the money is obtained from government it is th® 
government c s privilege to set tho interest rate that must bo paid* 

If tho money is obtained by th© sal© of debentures or notes ths 
interest rat© roust be set by taking account of th© rate paid on th® 
debentures or notes 0 Market conditions then, in offset* govom th© 
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1955 the UoSo Federal Land Banks had outstanding 325*624 
for a total of © 1 , 280 * 944*000 or an average of © 3*934 
par loan© * Loans in California and Arizona, averaged 
id v;er © 5 for loans mad© in 1954 in California, $ 10*430 
in Arizona © 11^930 (ID 4261 )«> 
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Functions for all staff divisions should b© spelled out 
in detail and that can best bo done by a review of what similar 
functions have proved to bo in agencies such as th© Farm Credit 
Administration and Farmers Home Administration in the U„S 0 Similar 
spelling out of functions end responsibilities will be needed for 
the all important operating agencies t the Settlement s Production 
and Farm Mortgage Banks*,, and tho Bank for Cooperatives^ 

Turning to Charts XX to V the notable feature of the 
organization for the individual Banks has been th® prevision in 
each caso for an Appraisal and Loan Supervision Division for 
each Bank® These Divisions will constitute th© Banks major defenses 
against poor loans 0 Xt is in these Divisions that major contact 
with Liwa Branches and with borrowing farmers and cooperative 
associations will be maintained D loan supervision is almost certain 
to be a major feature of farm lending in Iraq for generations and 
th® personnel to man those “Appraisal and Loan Supervision Divisions n 
need to bo most carefully trained and directed 0 

On© further aspect of these proposed Liwa Branches (see 
Chart VI) needs intensive consideration* That is* tho matter of 
how farmers can bo brought into contact with and b© taught how to 
use those ACA facilities* In the U*S 0 there are commercial banks 
in virtually ©very small town arid both Farm Credit Administration 
and Farmers Homo Administration havo local officec c In Iraq the 
ACA will either have to establish local offices or agents of its 
own or make use of th© Agricultural Extension Service and Community 

Development Sorvlc© 0 Because farm credit is potentially so useful 
to both Ext on g ion and Cossnunity Development programs s the ACA could 
well afford to establish a close liaison with those two services as 
a means of getting in touch with farmers who both need* and giv© 
promise of being able to usg credit effectively* 

Later on when a considerable number of loan supervisors 
have been employed by th© ACA and h&v© both offices and active 
programs in local districts th© need to depend on Agricultural 
ExtGnG3.cn and Community Development personnel will be less but 
it will bo valuable nevertheless to maintain & good working rela¬ 
tionship with both those agencies on a continuing basis c 

STAFFING THE ACA 

Of utmost importance to th© ACA will be thb appointment 
of a President with rar*k s authority and capacity sufficient to 
energize the entire organization and xaake it live up its responsi¬ 
bilities and potentialities* Actually this agency*if operated 
actively and aggressively*,could ba about th® equal in importance 
to th© farmers and th© agriculture of the country of th© entire 
Ministry of AgricialturOc And this can • be said without in tho least 
detracting from tho importance of the Ministry* A man with a rank 
approximately equal to that of a minister should thorefore be placed 

in chargeo 


Subordinate officers and personnel need to bo selected with 
similar great car®* With its large responsibilities and program the 

ACA will* indeed need to make a special effort, first, to get high 
quality personnel, second, to establish an in-s«rvico or on-the-job 
training program and, third., to set up a program for training 
selected personnel with farm credit agencies ox similar character in 

other countries probably chiefly tho U.t>» 

Fortunately, however* the ACA if constituted as is herein 
proposed could take over does or all of tho paraonnsl of the Agric¬ 
ultural and Cooperative Banks and might also absorb some of tho Miri 
Sirf personnel concarnad with tho granting of loans to settlers on 
tho Miri Sirf projects „ A staff with considerable operating 
experience would, therefor®, he available from the start„ 




The Agricultural Credit Administration for Iraq proposed 
herein will have immense possibilities for growth e It can probably 
look forward to the day when it may have a quarter of a billion 
dinars of outstanding loans of various kinds. A thoroughly modernized 
farming in tho country will bo able to us© that volume of cr®dic 

constructively* 

However, that growth should and probably mu3b b© achieved 
by enabl in g tho ACA to obtain tho money which it extends on loan by 
the sale of it 3 debentures and notes„ Indeed, if fsM credit in Iraq 
saust continue its dependence on government supplied loan capital th® 
volums of credit extended will probably continue to be painfully 
inadequate<, The Iraq government, furthermore, will have othsr uses 
for its fluids and will have reason, therefore, to look with favor on 
the establishment of self-financing organization of th® typ® proposed 

horoin© 




op© rat ions and accumulate a portfolio of mortages and notes upon 
which to base its initial sale of debentures* Such capital also 
provides assets of particular importance to the security of- the 

early bond issues 0 





Such Government orovision of initial capital can, however; 
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and financial experts t-o consider the proposed ACA and to make 
general recoKnaendations for the ijaproveraient of farm credit 
facilities in the country 

bo On the basis of the recommendations of this committee^ 
charge a group of experts with the task of drafting a suitable 
statute for submission to the Council of Ministers and Parliament o 


Conrad K e Hanasar 

April 1 0 1957 
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oposed in reference airgram^ in Iraq* In fact, while 


Dr. lee was in 
then a panel) * 


Baghdad, an entire program for such 
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was outlined and ag 
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agreed upon, and a date for the 


A membership 


list of participants was drawn up 


Subsequent events made unfeasible the holding of the 
seminar on the dates proposed and Iraqi officials have since been 
so preoccupied with more important matters that it has been deemed 
here inadvisable to revive discussion of the seminar aggressively 
though some discussion of it goes on persistently. Recently 
interviews with both the Minister of Agriculture and Dr. Darwish 
Al-Haidari indicate that there is no lack of interest in such a 
seminar and both thought it might be feasible to hold it in June 
some two months after the Conference on Agricultural Programming 
and Administration which is scheduled tentatively for April 22 to 
27 the inclusive. Most probable dates in June for the credit 
seminar would be the 24th to the 29th inclusive. 
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or a long and somewhat, acrimonious debate in Parliament about a year ago though 
no 

to liquidate the Bank despite its high potential usefulness. The recently 
formed Cooperative Bank was created with fine idealism but without sufficient, 
balancing sense of the great difficulties in administration that are likely 
to confront such an agency in a country where cooperatives are in theinfancy. 
Fortunately this latter bank was provided with a manager who has been unmoveably 
deliberate in his management of the institution. Helping these two credit 
institution* so important to farming* to survive is a major mission objective.' ? 
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American Embassy 
Baghdad., Iraq 
September 19* 1956 


Ministry of* Agriculture, 
Government of Iraq* 
Baghdad, Iraq* 


Gentlemens 

* 

I am transmitting* herewith, a statement on the 
purpose of the proposed panel on Agricultural Credit discussed 
with you when you received Dr* Haidari* Dr* Virgil lee and 

myself on Sunday morning September 9th* 

* 

The design of the Panel and its program and the 
outline of the statement of the purposes it should serve were 
really formulated during several meetings in the office of 
Dr* Haidari* The group attending those meeting included 
Dr* Hassan Thamer, of the Cooperative Bank* Director General 
Abdul Wahab Dabbagh of the Agricultural Bank, Dr* Lee, Dr* V* 
Webster Johnson, and Mr* Frank Robinson as well as Dr* Haidari 
and myself* I sincerely hope you will approve of the proposals 
the group is making and request formal approval of the Council 
of Ministers to hold the panel meeting in Baghdad* 


Respectfully yours, 

S/ Conrad H* Hammar 
Chief Agriculture Division 
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MEMO To the Minister of Agriculture 

PURPOSE OF THE PROPOSED PANEL ON AGRICULTURAL 

CREDIT IN IRAQ __ 


The purpose of the panel on Agricultural Credit in Iraq will 
be to prepare, for presentation to the Council of Ministers, a modern 
terms of reference for the improvement of agricultural credit in Iraq. 

The panel should be sponsored by the Ministry of Agriculture, 
the Ministry of Development and the Agricultural Bank and should 
convene for six working days. Three of these would be devoted to the 
presentation and discussion of formal papers on agricultural credit 
topics and the last three days, to the preparation of a report on 
Agricultural Credit in Iraq# The report would contain specific 
recommendations for the improvement of such credit. 

If the panel meeting is approved the U.S. International 
Cooperation Administration can be requested to provide a number of 
agricultural credit specialists, some to come from the United States 
for the express purpose of participation at the meeting. 

The Agricultural Bank, which is the major Agricultural Credit 
institution in Iraq, has been very useful to the country 1 s farmers, 
but with a great expansion of land in farms and a much more complex 
system of agriculture in prospect consideration needs now to be given 
to the questions of how to make the Bank still more active in the 
country* s development program and to consider what additional credit 
services it may need to provide farmers in the future. More production 
credit will probably be needed. Land improvements, particularly 
land leveling and drainage, will certainly soon be undertaken on a broad 
scale in irrigated areas and need special consideration from a credit 
viewpoint. Mechanization of farming, to improve its efficiency and 
to increase its output, needs greatly to be facilitated by credit 
provided especially for the purpose. 

Several special credit problems would engage the attention^ 
of the panel. The need for a system of supervised credit for small 
and beginning farmers is one of these. Iraq now has a large settle¬ 
ment program under the Miri Sirf Land Development Administration and 
most of the settlers on the Miri Sirf projects need help on their 
credit problems# In addition there are nearly 100,000 small farmers 
in the country who need assistance of the same kind. There is the 
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problem of how to improve -the lending operations of the Agricultural 
Bank in respect to such matters as establishing better criteria for 
insuring that loans are used for productive purposes only, better 
procedures for the .appraisal of loan security, and maintaining credit 
morality by firmer policies and procedures for collecting interest 
and principal payments due* The question of blether the Bank can and 
should be given powers to sell bonds based upon its mortgages so as 
to be more nearly self-financing can profitably be raised* There are 
further questions of how commercial banks, the Mortgage Bank, 
Industrial Bank and the newly established Cooperative Bank can be made 
more useful to farming or in the establishment of industries and 

businesses serving fanning* 

% • * 

* • 

Plans for the duplication and distribution to panel members 
and others of the report and recommendations of the panel are also 
being considered* 


Conrad H* Harnmar 
Sept. 20, 1956* 
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AMENDMENT No.l 


Tb The Internal Regulation of 




Article I 


Under the powers conferred, on its Board of Directors in Article 5 
of its Internal Regulations, it is hereby provided that the Agricultural 
Bank may enter into arrangements with other agencies of the government of 
Iraq to provide to land cultivators loans under supervision. The arrange— 
ments for and the credit supplied cultivators under the terms of this 
Amendment to the Bank* s Internal Regulation shall be called Supervised! Farm 
Credit* 


Article H 


Other agencies of the Iraq government wishing to offer loans under 
supervision to cultivators may apply to the Agricultural Bank for funds 
needed for the making of such loans. Provided that applications to the 
Bank for such purpose shall contain the following information:— 

1* Name and major address? of the agency proposed to be established 

for the purpose. 

2. The area or areas in which the agency proposes to make supervised 

farm loans. 

3. The nature and extent of the supervision to be provided the 

borrowers # 

A. The procedures the agency proposes to use in the makin g of 

supervised farm loans with respect to:— 

(1) Application for loans 

(2) Eligibility of borrowers 

(3) Amounts and terms of loans 

(4) Purposes of loans 
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supervising from 4 to 6 Iraqi field men each responsible for some 75 to 100 
loans to individual farmers• Iraq, according to the recent agricultural 
census., has almost 100,000 small farms—with holdings of 100 donums and less. 

In addition there will soon be many more of these on various settlement pro¬ 
jects. In time, 75*000 to 100,000 loans under supervision Is, therefore, not 
only a possibility but a probability* A volume of 500 to 600 loans in the next 
two years will still be, therefore, only a beginning. Possibilities of expand¬ 
ing beyond that point are, however, limited at present because there are so 
few Iraqi young men with education or training to be made field supervisors. 
Nevertheless, one point is reasonably clear, - That is, unless the project can 
be expanded and Mr. Dameron given responsibilities somewhat more in line with 
bis capacities, he will have to be shifted. It might be possible merely to 
shift him to the credit aspects of the MLri Sirf program and if that is not 
possible, to some other country. For my own part, I would regret such a move 
because it seems to me that the small farmers of Iraq, who have al ready 
established themselves without help from the MLri Sirf program, should also 
have access to credit under supervision. That is, supervised credit should be 
available to small independent farmers as well as to those working with the MLri 
Sirf development program. 

Working out a new arrangement for the providing of supervised credit 
may prove reasonably complex. His Excellency, Minister Khalil Kanna, apparently 
favours having the Ministry of Agriculture take over considerable responsibi¬ 
lity for the project. Such a move would, in many respects, prove eminently 
suitable since so much of the work of the credit supervisor is similar to the 
extension work carried on already by the Ministry of Agriculture • Probably, 
however, the Ministry of Agriculture should not get Into direct lending which 
would ca ll for the establishment of specialized accounting services, etc,, 
which the Ministry appears Ill—prepared to undertake. Furthermore, the 
M i n istry of Agriculture does not have money for the making of such loans and 
has made no provision in its budget for the supervision of them, 

I would like to suggest, therefore, that an arrangement be worked out 
under which four major Mini stries of the Government join together in assuming 
the responsibility for various aspects of supervised farm credit, Hy pro¬ 
posals are as follows i — 


1, The Agricultural Bank should, I believe, continue to provide 

the money for the loans and make these under its regular pro¬ 
cedures for the making of loans to its other farmer borrowers. 

The Minister apparently wishes also to have the Bank excused 
from the need to supervise the loans and also from the undertaking 
of any extraordinary risks with respect to payments of either 
principal or interest. On the other hand, the Bank could under 
Its no rmal business operations, continue to provide loan funds 
and particularly to administer the loans using, for the purpose. 
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the Bank is better prepared to do than any other agency in the 
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well prepared to 
which, as noted 
work* The Ministry 
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some responsibilities for 


the project* 




The Ministry of Interior, through the Madir Nahiyas, Qaimaqams 

i, could help with both loans and collections 

without at all taking on burdensome duties* That help could be 
provided by requiring that all supervised credit loans to ordinary 
farmers have the approval of the appropriate Mudir Nahiya, Qaimaqam 
and Mutassarrif • The credit supervisor would bring the loan appli¬ 
cant to the Mudir Nahiya who would often have knowledge of the 
character of both the applicant and his fa mil y * Approval of the 
Mu di r would mean, unquestionably, that farmer borrowers would take 
their responsibilities for payment of interest and principal far 
more seriously than if they felt themselves responsible to the Bank 
only* No mortgage can be placed on lands held under Lazma title 
except with the approval of these offices in any event so that 
the approval of these officers could be made to serve in place of 
mortgage in cases of Lazma tenure which is the tenure under ^ ^ 

most independent borrowers hold their land* Perhaps 
these governmental officers need not be required in t 
the few applicants with Mulk tenure* 




The problem of financing may make it necessary 
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from* the Ministry of Development * Apparently only the Develop- 
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for administrative 
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is a necessary preliminary to enlarging 
it to other areas* 

There is no experience in Iraq to enable an accurate estimate on 
how large a guarantee fund will be needed for the supervised credit 
project* In the U*S*, where 25 years of experience in 
has accumulated, however, losses on supervised fan 
have been held to a fraction of one per cent per year 
supervised credit loans in the U*S*, furthermore, are made to 
relatively young men with almost no property to offer as security 

* However, farm credit supervisors, in the U*S*. 

Len with considerable experience either in credit or 
in agricultural extension and, hence, the quality of supervision 
that it has been possible to provide in the U*S* 

In Iraq the program must start with beginners and 
will., almost certainly be higher than in the U*S* * 
fore, the guarantee fund should be set up on the expectation that 
for a very few years, as much as ten per cent of the loan capital 
may be lost* That is, probably a great deal higher than actual 
losses will be and certainly far higher than such losses should 
be after the program gets more thoroughly established 
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March 30, 1956 


Conrad H* Hammar 
Chief, Agriculture Division 
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Attitude towards work — In some settlement projects in Iraq the settlers 
tend to hire fellahin to farm the land as share croppers# No such tendency 
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The project has been a successful demonstration of sound policies 





should be continued 
improvements, through supervised 
program and other factors would require 
provided by the Bank staff. It should 
service to cooperate by advising both the farmers 
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and the Bank officials 
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to request Mr* Maoris, supervisor of the agricultural exten 
sion service in the Hill ah Liwa, to keep in touch "with Mr* 

Najar and help him with the preparation of final farm plans 

in connection with loan applications* 

• %•*** • 

* m % • * 

• •• • * 0 9 m ' . 

Dr* Hammar and Mr* Dameron will prepare for the consideration of 
D.G* Dabbagh and the Board of the Agricultural Bank a report on steps 
to establish a supervised credit project in a new area in Iraq* The 
report will considers— 

(1) Progress achieved in Hill ah Liwa 

(2) Capacity of counterpart Najar to assume supervisory respon¬ 
sibility for the project in Hi 13 ah Iiwa* 

(3) Arrangements to be made to continue supervision of the work 

of Mr* Najar* 

(4) Selection of area for establishment of a new supervised 

credit project, considering! 

(a) Baquba and Diyala area* 

(b 

(d 

(5) Proposals relating to date to begin project in new area* 

(6) Recommendations to the D*G # and Board* 

# • m 

XX* Attention was called to the fact brought out clearly in various papers 

and talks at the recent Land Problems Center and elsewhere that Iraq 
needs to review its plans and preparations to use effectively the lands 
to which large volumes of irrigation water will soon be supplied* There 
is prospect that the need for credit for settlers on such lands will be 
very great indeed and great probability, therefore, that the business 
of the Agricultural Bank (already large) may grow as much as five times 
in a matter of 10 — 15 years* The Bank is not equipped at present to 
handle so large a volume of business and needs a thorough modernization 
as a preparation to do so* 

Dr* Hammar suggested that USO^/lraq might find it possible to 
provide to the Bank a high level consultant, for a period of six months, 
for the purpose of reviewing the Bank 1 s operations in detail and to 
prepare a report on what should be done by the Bank*s officials in getting 
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The critical period in *diich payments of* interest and principal 
installments on the first supervised farm credit loans in Iraq is 
rapidly approaching and causing much concern to officials of the 
Agricultural Bank of Iraq and Mr* Sam Dameron, USOM/Iraq credit 
specialist* Credit morality in Iraq is low and there are inniiei 
rumors that a very large percentage of the regular loans of the * 
Agricultural Bank are commonly in a delinquent status* Cracking 
down on the little fellow who borrows under Supervised Credit 
programs will look as a maladministration of justice if the borrowers 
of much larger sums go persistently unmolested* Yet, to fail to 
collect when collections are due is regarded here as about the surest 
way to bring about the ultimate liquidation of the supervised farm 


CY 


Collections are further confounded by the generally 
extremely low—levels of living and consumption of borro 
and by the fact that loan funds commonly fail to reflect 
immediately, that is, in a single season, in increased e 
is apparently needed in this sort of situation is the co 
loan (and collection) with the development of special fa 
that promise most for the required (immediate) increase i 
borrower income* Planning such projects with prospectiv 
greatly increases the responsibility of the Farm Credit 
and consequently reduces the case load he can carry but < 
a prime necessity for the early stages of the supervised 
project in Iraq and mayhap in other underdeveloped count: 

One such special ,f project to assist collections” is 
way in Iraa under the direction of Mr* Sam Dameron, Farm 
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activity if, as seems probable, that promises some considerahie economies 
The participants have agreed that proceeds will be used on a first priori 
basis for payment of interest and such principal installments as are due* 
These arrangements have proven most acceptable to the participants whose 
morale has persistently been high. , 

^Officials of the Iraq Agricultural Bank and Mri Dameron are discussing 

* of rep such special projects to assist collections a 
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collections a 
well be that the 


every borrower* Fortunately, a by-product of such assistance promises 
be to make the borrowers better farmers and better cooperators as well 
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Letter No.5343 
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And in view of the Expert having 
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been announced. A great number of the 
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■which he asks that the 
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e of requests from small 
the services of this scheme has 
farmers have applied as a result 
his memorandum, copy of which 
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As the aim of this 
of the standard 
, and that the 
250 Dinars) shall 
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not be 
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Technical Expert and his assistants and under their supervision. 

these kinds of loans under your 
he shoulders of these small, far 
the burden of routine formalities which are necessary to adopt in oth 
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guarantee so that we may remove fro: 


Director General and 
President of the Administrative 


cc. The Delegated Technical Expert, 
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No ♦269 

March 3, 1955 

Ministry of Finance 

9 

• • • 1 

To: Presidency of* the Council of Ministers 

Subject: Granting Loans Under Supervision 



In execution of the agreement for granting loans under supervision 
concluded between the Iraqi Government and the Technical Cooperation 
Administration at the American Snbassy in Baghdad (Copy of which is at¬ 
tached), and in accordance with the provision of para (10) of Article (2) 
of the Agricultural Bank Law (in its first instance). Hill ah Liwa has been 
finally selected as an experimental area for the above scheme, and the 
Administrative Board of the Agricultural Bank was allotted a sum of (3000) 
Dinars as a first payment in view of the demand of the Technical Expert 
“who is being delegated for this purpose* 

And as the Expert has completed all the necessary studies and investi¬ 
gations in that area, we have declared our readiness to accept requests from 
small farmers who are willing to benefit from the services of this scheme# 

A great number of these farmers have applied and a memorandmn has been sub¬ 
mitted to the President of the Agricultural Bank Administrative Board in 
which it has been demanded that those borrowers should be bound with a 
governmental guarantee* As the. aim of this agreement was the increase of 
the output and the raising of the standard of living of those farmers, both 
financially and socially, and that the advances (the highest amount of which 
should not exceed ID*250) shall not be paid to them without the approval 
of the Technical Expert and his Assistants and under their supervision* 

We, therefore, request you to submit the matter to the Council of Ministers 
with a view to obtaining his approval for the subjection of the loans under 
discussion to a governmental guarantee so as to spare these small farmers 
the routine formalities which are necessary in other areas; thereby serving 
them from incurring expenses which they are unable to bear* 

Minister of Finance 

cc* The Iraqi Agricultural Bank — reference his letter No* 3351 of 
February 24, 1955 • 

The Mumaziah of Technical Studies 
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We wish to inform you that the 
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accordance with the n Loans Under Sup 


Council of Ministers, in its thirty 
reed to bind the loans granted in 
rvision Scheme”, with a government 
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We are glad to report to you that we have been successful in establish¬ 
ing the subject office at Hi 11a• After visiting and talking with Government 
officials and prospective borrowers in the Liwa, it is considered necessary 
that you officially approve the recommendations as follows: — 

1. Administrative activities to be handled in the Agricultural Bank: — 

a. Establish a special loan account of Eight Thousand Iraqi 

Dinars (ID 8,000) from which all loans made under the 
program will be paid. 

b. Establish the interest rate to be charged for all loans 

made under the program at three per cent (J3%) per annum, 
payable in advance when the borrowers receive their loan 
funds. 

c. All loans made in the program will be approved by the 

Agricultural Bank in Baghdad. 

d. The bank will pay from a special account established 

in the bank all purchases made for the operation of 
bhe supervised credit office such as rental of office 
space, electricity, janitor service, travel expenses 
for officials working in the program, etc. 

2. Authority of the farm credit supervisor. See attached. 

3. Authority of the supervisor of the branch office of the Agricul¬ 
tural Bank in Hilla. 

With the approval of the farm credit supervisor and 
^ advice of the U.S. technician to disburse all loan 

funds in accordance with the loan agreement entered 
into by each borrower with the bank when the loan 
was approved. 

b. Cooperate with and lend assistance to the farm credit 

supervisor in the development and administration of 


2 


k. A 


Um Conditions -under -which loans will be made: — 

a* The forms to be used in developing each loan docket will be 

the application, farm and home plan, loan agreement, and 
security instruments as required and now being used by the 
bank in its regular loan program* 

b. Loans will be made only to farmers who occupy and cultivate 

a farm or tract of land of sufficient size and quality to 
enable the operator to be successful as determined by a farm 
and home plan prepared by the farmer with the assistance of 
the farm credit* supervisor. 

c. No loans will be made to a farmer who owns or operates a 

farm or tract of land exceeding three hundred ( 300 ) donums. 

d. No loans will be made to a farmer who operates only an 

orchard containing more than ten (lO) donums devoted entirely 
to fruit production. 

e. Loans will be made to eligible farmers for the purpose of 

assisting them to purchase food, feed, farm and home equip¬ 
ment, seed, fertilizers, insecticides, hi^? labor, farm 
building materials, livestock, and refinancing of indebted¬ 
ness covered by a mortgage on growing crops or livestock 
used by the farmers in operating their farms. 

f• Loans may be made to a farmer or a group of farmers to purchase 

machinery and equipment necessary for land irrigation and 
furnish water for human and animal consumption. 

g. Loans made under the program will be secured as follows: — 

(1) Appropriate realestate mortgage from borrowers 

owning lands classified as Mamluka and Mri 
Tapu. 

(2) Appropriate real estate mortgage from borrowers 

owning lands classified as MLri Lazma with the 
approval of the Ministry of Interior. 

(3) For operators of MLri Sirf land with the guarantee 

of the Government. 

(4) For tenant farmers by a joint grantee of at least 

three (3) reliable persons including the borrower. 
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h• The amount of the loans to be made under this program will be 
determined by the amount required and justified as reflected 
in the farm and home plan, but in no case shall the amount be 
less than Fifteen Iraqi Dinars (ID.15) or more than Two Hundred 
Fifty Iraqi Dinars (ID.250)* 

i. Loan limits on the established value of the property offered 
as security for loans as determined by the . appraisal shall 
conform to the existing regulation of the bank except that 
loans may be made for ninety per cent (9Q/£) of the appraised 
value of immovable property. 

j. All expenses incident to the recording of official documents 
in connection with each loan shall be paid by the borrower# 

k# Loans will be scheduled to be repaid in equal annual installments 
with interest paid in advance for a period not to exceed five (5) 
years from the date such loan - was approved. 

Please let us have your decision regarding each recommendation 
listed above so that we may proceed to Hilla and begin the work#. 
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Establish his permanent residence within the area where 
he is to work# 

With the assistance of officials of the Bank explain to 

within the 

dually or in groups the purpose and intent of the super 

pro 
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gar ding the eligibility of each applicant for a loan 



, he will 
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approved by the Bank as to eligibility 
further consideration for a loan, he will visit the applic 
on his farm and develop a farm plan under which the farmer 
will agree to operate, also will inspect and appraise the 
property offered as security for the loan applied for. 
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£• He will present, to the Agricultural Bank for each approved 

applicant the farm plan and all the instruments listed in 
item 6 above for final approval. 

9. After the loan has been approved it “will be the responsibility 

of the supervisor to see that such loan is made available and 
used by the borrower in accordance with the farm plan and loan 
agreement. 

♦ 

SUPERVISION 


1. The supervisor “will visit each borrower as often as possible 

and practicable to teach him the proper method of dividing 
his farm into fields for planting to certain crops, prepara¬ 
tion of the soil for planting, time and method of planting 
various types of crops, time and method of cultivating crops, 
time and method of irrigation advise fanners what should be 
done to control diseases or insects that may be causing crop 
damage. 

2. Advise farmers as to the time and best method of harvesting 

crops. 

3. Assist farmers in selling their crops in order to get best 

pric es available « 

4. During farm visits check items pledged as security for the 

loan such as farm implements and livestock to see if it is 
receiving proper care and maintenance. 

frfe.ke collections on loans as crops are being sold and in 
accordance with note signed by the borrower when he received 
the loan. 



Work closely with other agricultural organizations in the 
area to obtain for the borrowers, under his supervi sion, 
helpful instructions and information. 
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countries would pay travel and per .diem expenses Tor their own 
participants 0 Where USOMs desire participation of any of their 
staffs* necessary costs will lie borne by the USOMs* It is hoped 
that the host countary will provide conference facilities© 
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Prepared as an information aid, in explaining 
the Fanners Home Administration program to 
agricultural leaders of other countries* 


U 9 Department of Agriculture 
Farmers Home Administration 


Washington 25, D* C 
May 1957 


A 



LOAN PROGRAM OF THE FARMERS HOME ADMINISTRATION 


The Farmers Home Administration is an agency in the 
Um S. Department of Agriculture. Xt was established by Act 
of Congress, August 14, 1946, to meet certain credit needs 
of farmers that can not be met by other lenders. The Aot 
continued and broadened some of the loan services that had 
been made available by predecessor agencies# Additional 
loan services have since been provided. 



Distinctive Features of the Farmers Home 

Administration Credit Program 


A. The main objective of Farmers Home Administration is to 
enable faim families t© become soundly established in 
successful, well balanced systems of faiming# Loans are 
made primarily for developing and strengthening family- 
type farms. 

B. Loans are made only when credit is not available from 
other sources. Farmers Home Administration borrowers 
agree to obtain their credit from other lenders when 
they reach or regain a position where they can do so. 
Every year thousands of farmers graduate to other 
lenders. In 1956 more than 55,000 farmers paid their 
loans in full to Farmers Home Administration. This 
credit program supplements other sources of credit. 

C. Credit is backed with advice and technical assistance. 

This assistance is provided borrowers on the basis of 
their individual problems and needs. Assistance is 
given in analyzing problems and progress, planning a 
sound farming operation, establishing efficient farm 
management practices and making a wise use of credit. 

D. Emergency credit is provided to farmers that had 
losses because of conditions beyond their contitol, 
such as drought and floods. 

E. Loans are made with expectation that they will be 
repaid out of income to be received from sound farming 
operations, rather than on the basis of how much 
security can be given. However, loans are secured by 
liens on crops, chattels, and real estate to the extent 
necessary to protect the Government 1 s interest. 


The National Office in Washington, D* C#, under the direc¬ 
tion of an Administrator, in accordance -with laws passed by 
Congress, issues procedures, controls budgets and gives 
technical training to field staffs* 

The National Finance Office> located in St# Louis, Missouri, 
handles fiscal and accounting services# It keeps records and 
accounts for all funds disbursed and collected by the agency* 

The 43 State Offices serve all states, Hawaii, Alaska, 

Puerto Rico, and the Virgin Islands* Five state offices serve 
more than one state* A State Director is in charge of each 
state office* He and his staff direct and train county office 
staffs, analyze loan programs, control state budgets for loans 
and approve the larger loans* In each state an advisory 
committee of leading farmers and business men interested in 
farmers* problems assists the State Director in applying 
national policies* 

Some 1,550 County Offices are located throughout the 
country, usually in county seat towns* Some offices serve 
several counties* All applications for loans are made at the 
county offices* The County Supervisor who is in charge of 
each office is a capable agriculturist who helps farm families 
prepare farm and home plans, approves most loans, gives 
technical advice to borrowers during on—the—farm visits, 
services security given for loans, makes collections from 
borrowers and transmits the collected funds to the national 
finance office* 

County Farmers Home Administration Committees consisting 
of three members are appointed by the State Director for each 
county* Tfero must be fanners* The third member may be a local 
business man familiar with local farmers and their neede* These 
committees determine the eligibility of applicants, certify 
the value of farms being purchased or improved by Farmers Home 
Administration loans, and make recommendations concerning 
certain loan approval and loan servicing actions* 

The Farmers Home Administration has approximately 5,500 
full—time employees, 220 of whom are in Washington, and 9,300 
state and oounty committeemen who are part-time employees 
paid in an average of 8 to 10 days a year* 


Farmers Home Adminiatration in the 

Credit Field 


ricultura 


While each year, in recent years, the agency has advanced 
and insured more funds than the year before, the agency still 
provides a relatively small amount of the agricultural credit 
used by farmers• As of December 31, 1956, the principal out¬ 
standing balance of loans made and insured by the Farmers Home 
Administration was approximately $885*000,000• Ihis represented 
a little less than 5 percent of the outstanding indebtedness of 

farmers at that time* 

Ohe total loans made and insured by the Farmers Home Adminis 
tration in 1956 amounted to more than $336,000,000, a record 
level* Approximately 10 percent, or $44*000,000, of the funds 
loaned, were insured* About a quarter million farm families 
■worked their farms with the help of Farmers Home Administration 
credit during 1956* 

Main Features of Supervised Credit 
Farm Management (guidance is provided Borrowers ini 

1* Analyzing farming and credit problems including the 
adequacy of available resources* 

2* Developing long time and annual farm and home plans 
that provide for a sound system of farming* 

3* Making needed adjustments in farming operations and 
completing farm improvements* 

4* Keeping farm ancLihome records of income and expense* 

5* Making wise use of income Including orderly repay¬ 
ment of debts* 

6 * Adopting approved farm and home practices* 

7* Making yearly analysis of farm and home business as 
a basis for further improving the farm and home 
business* 

Farmers Home Administration Loans are Protected byi 

1* Making loans only for essential purposes* 

2* Controlling expenditure of loan funds* 

3* Checking security items carefully* 

4* Maintaining accurate and current mortgages* 

5* Visiting borrower!s farms to determine progress and 
assist with problems* 

6 * Making collections when income is available* 

7* Scheduling payments according to borrowers ability 
to pay* 

8 * Assistance of local committees* 


A# OPERA TING LOANS 


These loans are used primarily to obtain resources 
needed to become successfully established in farming* 
They are made from funds appropriated by Congress* In 
1956 the volume of operating loans totaled approximately 
$165,000,000* Approximately 75 percent was invested 
in equipment and livestock* 


To Be Eligible An Applicant Must s 

1* Be unable to obtain adequate credit from 
other lenders at reasonable terms* 

2* Be a citizen of the United States and of 
legal age* 

3* Have good character* 

4# Have the necessary experience or training 
and manageriAl ability to operate a 
family—type farm* 

5* Own or have available under satisfactory 

tenure arrangements adequate land resources 
to carry on successful family—type farming 
operations* 

6* With the assistance of local oounty Farmers 
Home Administration supervisors plan a 
sound farming operation which will provide 
the family with an adequate level of 
living, pay farm operating and maintenance 
ooets, and pay debts* 


7* Agree to keep records and accounts on the 
farm and home operations each year during 
the period of the loan* 

8# Agree to operate the farm according to the 

farm and home plans and to follow recommended 
farm and home management practices* 

9* Agree to spend the major portion of his time 
fanning and to obtain the major portion of 
his income from fanning* 

10* YJhen able to obtain adequate credit from other 

lenders* at reasonable rates and terms* agree 
to accept such credit and repay the loan from 
the Farmers Home Administration# 

Loan Funds May Be Used Toi 

1* Purchase essential farm and home equipment 
and productive livestock# 

2# Pay necessary farm operating and family 
living expenses* 

3* Make minor real estate improvements. 

* 

4* Refinance debts on livestock* farm equipment 
and harvested feed* when such action is 
necessary to assure a sound farming operation# 

Terms and Repayment Policies are t 

1* Interest rate is 5 percent on unpaid 
principal* 

2* Total indebtedness for operating loans may 

not exceed ^20*000 principal# Usually credit 
needs of borrowers can be served with much 
smaller amount* 

3# Amount borrowed for operating expenses to be 
repaid from the year’s income# 


6 


4 


5 


6 . 


Amount borrowed for capital goods 
for repayment In 
exceed 7 years* 


annual install 


scheduled 
ents not to 


Amount and time of repayment determined by 
availability of income for debt payment# 

Generally no additional operating loans may 
be made after 7 years continuous indebtednes 
However, in hardship cases additional loans 
may be made for 3 more years* 




a* • 



1 


2 


3 


4* 


A first lien obtainable on productive 
equipment purchased or refinanced* 




obtainable on productive 
equipment owned* 



Ihe best 
stock and 


A first lien on crops and assignments on some 
items of income* 


A subordination 
needed* 


agreement by landlord when 




*■ 

* 


•* 


■* 


■* 


-K- 


* 


-#• 


* 


■* 


* 
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Notes Primarily as a part of the rural 

development program operating loans may 
also be made to bona fide part-time 
farmers to make needed improvements in 
their living conditions and economic 
situation* The applicant must be an 
established farmer carrying on substan¬ 
tial farming operations and spending 


*■ 


* 


*■ 


■* 


* 


•* 




most of his time farming 


He must also 




have dependable income from other source; 


*• 
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These loans assist farm families to become success**, 
fully established on adequate fami ly—type farms* Farm 
ownership loans are made either from funds furnished 
by private lenders and insured by the Farmers Home Adminls** 
tration or from funds borrowed from the U* S* Treasury 
as authorized by Congress* During 1956 insured loans 
totaled $35*400*000 and direct loans $27*200*000® 

To Be Eligible An Applicant Mustt 

1* Be unable temporarily to obtain adequate 
credit from other sources at reasonable 
rates and, terms* 

2* Be oltifcen of the United States and of 
legal age* 

3* Have good character* 

4* Have the necessary experience or training 
and managerial ability to operate a family^ 
type farm* 



Unless a veteran, obtain or recently have 
obtained substantial portion of his income 


from farming operation a* 


6* With the assistance of local county Farmers 
Home Administration supervisors plan a sound 
fanning operation which will provide the 
family with an adequate level of living, pay 
farm operating and maintenance costs, and 
pay debts* 


7* Agree to keep records and accounts on the 

farm and home operations each year during the 
period of the loan* 

8*. Agree to operate the farm according to the farm 
and home plain and to follow recommended farm 
and home management practices* 


9 § Agree “to spend the major portion of his 'time 
fanning and to obtain the major portion of 
his income from farming* 

10* When able to obtain adequate credit from other 

lenders, at reasonable rates and terms, agree 
to accept such credit and repay the balance 
of the loan from the Farmers Home Adminis¬ 
tration* 


Loan Funds May Be Used To t 



Buy an adequate family—type farm or buy 
land to enlarge an undersized farm* 






and water 



3* Provide basic land and soil improvements* 


4* Construct, repair, and improve buildings 
necessary for successful operation of a 
family—type farm* 

5* Refinance existing debts if the applicant's 
total debts do not exceed the value of his 
real estate and chattels and if the applicant- 
will be -able to plaoe his operations on a 
sound basis if his debts are refinanced on 
more favorable terms and conditions* 


6* Pay authorized fees* 

Loan terms and Repayment Policies Are * 

1* On insured loans, 3^* percent interest and 1 
percent loan insurance charge on the unpaid 
principal* 

2* On direct loans, 4^ percent interest on the 
unpaid principal* 

3* Payments are due on January 1 each year* 
Borrowers are encouraged to build reserve 
by paying ahead of schedule* 

4* Loans are amortized over periods up to 
40 years* 


1 


Loans for 
county 
type farms® 




purchase cannot 
value of efficient 



the 
family— 


2 ® 


Loans cannot exceed the fair and reasonable 
value of the farm established by the 
Home Administration county committee® 



3 



1 


Insured loans are limited to either 90 perc 
of the county committee 1 s valuation of the 
or 90 percent of the total cost of acquiring 
and developing the fann® tdiichever is less® 

Requirements Are t 

A first or second real estate mortgage® 



2 


Buildings insured against 
other casualties® 


loss by fire or 


3 


Real estate taxes must be paid® 




-w- 


*• 


■* 


* 


* 


■* 


•* 


•* 




* 




Note i Primarily as a part of the rural develop¬ 
ment program farm ownership loans also 
may be made to owners of units that are 
smaller than family—type farms to improve 
the living and operating conditions on 
such units and to refinance debts incurred 
for agricultural purposes® The applicant 
must be an established farmer carrying on 
substantial farming operations and spending 
most of his time fanning® He must also 
have dependable Income from other sources® 
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** 
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*• 


*- 
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* 
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C. SOIL AND U r A 1ER CONSERVATION LOANS 




measures and to 
systems • They 
19$6 Insured 

$3,040,000. 



made to carry out 
develop irrigation and 
made as insured or 
totaled $8,910,000 







■water supply 
» During 





To be 




1. Be unable to obtain adequate credit from other 
sources at reasonable terms. 

2. Be a citizen of the United States and of legal 
age. 


3. 

4* 

5. 


Have 




Be an owner or operator of a farm. 


Plan to improve a 
to produce a 
annual cash Income 




which is large enough 
part of the operator*s 



Non-profit 
water 
loan when 





they 
and i 



, such as incorporated 
are eligible for a 
unable to obtain credit 
certain other conditions. 


Loan funds may be used to ; 

. 

1. Carry out approved soil conservation practices. 

2. Develop irrigation systems. 



Develop drainage systems 


5. Pay authorized fees. 


1 # For insured loans* percent interest and 1 
percent mortgage insurance charge on the 
unpaid principal balance* 

2* For direct loans* 4^ percent interest on the 
unpaid principal balance* 

3* Loans are repayable in 1 to 20 years* depending 
on ability to pay and security given* 

4* Repayments are scheduled in equal annual install 
ments except that* when necessary* the first or 
first two installments may be scheduled for inte 
only* 

5* An individual 1 s total indebtedness for a STJ loan 
cannot exceed '.>25*000* An associations total 
indebtedness cannot exceed $250*000* 

Special requirements are s 

1* Loans are made only when the use and disposal 
of water comply with Federal* state* and local 
laws and regulations* 

2* Supervisory assistance is given to the extent 
necessary to assure repayment of the loan* 
establishment of the improvement or facility* 
and maintenance of the security property* 

3* Practices financed only when in accordance with 
Extension Service and Soil Conservation Service 
recommendations * 

4* Each applicant is responsible for obtaining 

plans* specifications* and cost estimate for the 

planned improvement and facility* 

5m TOien real estate is taken as security, property 
insurance will be required* 

Security requirements are i 

1* A short-term loan is secured by either a real 
estate mortgage* chattel mortgage* or both* 


2* A long-term loan is secured by real estate 




FARM HOUSING 




These loans are used to build and repair farm houses 
and other essential farm buildings. They are made from 
funds appropriated by Congress• In 1956 the volume of 
farm housing loans totaled $OLO, 640,000* 

Tb Be Eligible An Applicant Must s 

!• Be unable temporarily to obtain adequate credit 
from other sources at reasonable terms. 

2. Be a citizen of the United States and of legal age. 

3» Have good character* 

4* Own a farm which (a) will produce a substantial 
part of the operator's annual cash income and 
(b) is large enough to be considered a farm* (c) 
is without decent, safe, and sanitary dwelling 
or other essential buildings and facilities. 

5# Have the ability and experience necessary to 

carry out planned faiming operations and housing 
loan requirements. 

Loan Funds May Be Used Tbs 

1. Construct or repair farm houses and other 
essential farm buildings. 

2. Provide water supply and related facilities 
for dwellings and other farm buildings. 


3. Pay authorized fees 



1 


1 / 



•would cost considerably 
buildings on other farms 



than adequate 
the community* 



Pay debts incurred prior to the closing of 
the loan* 


Loan Terms and 




Are 3 


1* Interest rate 4 percent on unpaid principal* 



Payments amortized over periods up to 33 






Applicants are 
detailed building 
Administration has a 

that 

they choose to do so 





to furnish 
• The Farm 
limited number 
applicants n 



3 Home 
of 

use if 



The Farmers Home Administration inspects 
construction as it progresses to assist 
the borrower in obtaining construction 



that n 
of soundness* 






1* Adequate real estate security on the farm 
being improved and on other real estate 
when necessary* 


14 



E. SPECIAL LIVESTOCK LOANS 




Ihese loans are used to provide emergency 

of cattle, sheep, and goats 
fund established by 
1956 the loans totaled $12,860,000* 



lade from a revolving 



to 
hey are 
During 


lb be eligible an applicant must s 

1* Be an established producer of cattle, sheep, 
or goats* 



Be unable temporarily to obtain needed credit 
from banks or other responsible sources* 


3* Have good character* 






Have the resources, experience 
ability deemed necessary for t 
operation* 




Have reasonable prospects of repayment and return 
to private credit* 








1* Purchase or produce feed for livestock owned* 

2* Pay essential operating expenses, including 
labor and living costs* 



Purchase livestock for replacement or restocking* 


4 . Pay grazing fees and rent for pasture and land on 
which feed is produced* 

5* Hire, repair and replace farm or ranch equipment 
and machinery* 


6 * Build or repair fences* 

7* Pay costs of transportation of livestock, 
including to and from grazing lands* 




Repair 
to the 





Pay cost or normal maintenance of farm and ranch 








1* Refinance existing debts* 

2* Produce cash crops* 

3* Finance a commercial feed lot operation* 

4 * Enable a borrower to expand substantially 
his normal operations* 



1* Interest rate is 5 percent on the unpaid principal* 

2* Loans for annual operating expenses to be repaid 
from year 1 s income* 

3* Loans for livestock purchases to be repaid over 
longer period but not to exceed 3 years* 

Security requirements are: 

1* Loans to corporations or other business organiza¬ 
tions -will be secured by the personal obligation 
of each person owning 10 percent or more of stock* 

2* The best lien obtainable on all livestock and 
equipment owned v/hen the loan -was made* 

3* A first lien on livestock and equipment purchased 
with loan funds* 



tie best lien obtainable on all crops 



Vilien necessary, the best lien obtainable on all 
real estate* 



Nondisturbance agreements from creditors 



Agreement for division of income 
is subject to a prior lien* 
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Types of Loans Made by the Farmers Home Administration 

(continued) 


F. EMERGENCY LOANS 



to continue far 
established by 


To be eligible an 



used to assist 
They are made 





farmers in en 
from a revolving 
$75*670,000 



fund 

loaned. 





ust: 


1# Be an established farmer in a designated emergency 


2 


Be engaged primarily in farming or livestock pro 
duction* 


3 


4 


Be unable temporarily to obtain needed credit from 
banks or other 



Have good character 


5 


7. 



6. If 



Have the 
ability deemed necessary for 


the 




success of the 




Have 
to 


for a production emergency loan, have 
substantial loss due to the emergency* 


reasonable prospects of repayment and return- 




Loan funds may be used in designated areas to j 

1. Purchase feed, fuel, seed, fertilizer, and fan 
and home supplies« 

2* Replace livestock lost in the disaster* 


3 


4 


Replace or repair farm and home equipment* 





farm buildings, 

systems 





9 

as a 


result of the emergency 


6# Pay current taxes on real property when 
necessary# 

7# Pay water charges necessary to the operation# 

8. Make minor repairs or improvements to farm water 
supplies• 

9# Pay labor, machinery hire and other essential expenses# 
Loans may not be made tot 

1# Refinance existing debts# 

# 

2# Pay cash rent# 

3# Enable borrowers to expand his normal operations# 

Loan terms and repayment plans are s 

1# Interest rate 3 percent on unpaid balance# 

2# Loans for production of crops repaid as crops 
are sold# 

3# Loans for feed repaid as livestock or livestock 
products are sold# 

4« Loans for replacement of equipment, building 
repairs, or similar purposes, may be scheduled 
over a longer period# 

Security requirements aret 

1# A first lien on crops produced with loan funds# 

2# A first lien on livestock and equipment 
purchased with loan funds# 

3# The best lien obtainable on all other crops# 

4* VJhen necessary, the best lien obtainable on 

livestock and equipment owned when loan was made# 

5# VJhen necessary, the best lien obtainable on real 
estate# 

6# Agreement for division of income when livestock 
is subject to a prior lien# 


Types 


G. INSURED LOANS 


These loans are made by the Farmers Home Adminis¬ 
tration in the farm ownership and soil and water con¬ 
servation loan program, from funds provided by private 
lenders and insured by the Government* Applications 
for insured loans are processed Just the same as those 
made from funds borrowed from the U* S* Treasury* In 
the farm ownership program the insured loans are made 
in amounts up to 90 percent of the value of the farm* 

So far as the borrower is concerned, the fact that an 
equity is required in the case of an insured faun owner 
ship loan is the only difference between the two types 
of credit* 

Insured loans made under the soil and water con¬ 
servation program can be for the full amount of the 
cost of the improvements to be made with the loan* 

The interest rate on insured loans is 3^ percent 
and in addition there is a 1 percent charge for admini¬ 
strative esqpenses and insurance* The interest rate on 
appropriated funds is percent* The terms are the 
same* 

Mortgages on Insured loans are given to the 
Fanners Home Administration but the note is made pay¬ 
able to the lender and endorsed by Farmers Home Admini¬ 
stration to fully guarantee payment of the loan of the 
lender* Farmers Home Administration does all servicing 
on these loans and sends payments to the lender when 
they are due* 
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Analysis of Results of Farmers Home Administration 

Loaning Program 


Mill 


A brief su 
the Farmers Home 

and the 



ary of the loans made and insured by 
Administration and 
repayments on these 



loans as of June 


30* 1956 is as follows t 


Total of all loans made 


Collections of principal 
Interest collected 
Principal outstanding 


$3,800*000*000 
$2*700*000,000 
$375*000*000 
$912*000* OOO 


Following are some details on loans and repayment e 
and progress made by borrowers* 



Rural Rehabilitation Loans 




during the period 
of the loans were 
Administration for 


nade by predecessor agencies 
to 1946* The unpaid balances 
transferred to the Fanners Hon 








Total amount of 
Repayments on 
Payment of interest 
Percent of matured 
collected 

Amount of principal charged off 
Percent of principal 
Amount of principal outstanding 


$ 1 * 005 * 000*000 

$ 890 * 000*000 

$125*000,000 

88.656 




$ 88 * 000*000 

8 . 8 * 

$25*000*000 


B. Production and Subsistence Loans 

le following figures are for the period 
November 1* 1946 through June 30, 1956. 


Total amount of loan 
Repayment of principal 
Percent of matured 
collected 

Payment of interest 
Percent of principal 






$1. OOO, OOO* OOO 

$ 691 * 000,000 

92.9* 


$ 69 * 000,000 

.4* 




made by a 
borrowers who recently paid 
by the following: 


(14,000) of operating 
their loans in full is 









number of years required to pay 
in full 

net worth before loan was 

net worth when loan was 
in full 

annual farm income before 








annual farm income 
was paid in full 


when 


loan 



4-2 

$ 6,552 

$ 9,068 

$3,036 

$4,434 


Cm Farm Ownership Loans 

The following figures are for the fiscal years 1936 
through 1956 and include direct and insured loans. 


Total 

Total 

Total 


number of loans 
number of loans 
amount of 




paid in full 
and insured 




Total 



payment on 
collected 






repayments to n 
on loans still outstanding 




84,000 

42,000 

$ 623 , 000,000 

$304,000,000 

$ 94 , 000,000 

.4J6 

10756 



number of years 
paid their loans in full 

approximately IQ 


to 




period was scheduled for a 


required for those that have 
complete their payments has 
even though the repayment 
period of 40 years. 



A study was n 
who had been assisted 

to 1955# Following 



of a group of these 
by this program 
are some basic data from this 


for 5 years 



Average annual cash farm 
before loan was n 
Average annual cash farm income in 1955 
Average net worth before loan was made 
Average net worth in 1955 
Average value of livestock and 

equipment owned before the loan was ma< 
Average value of livestock and equipment 

in 1955 


(2,732) 
-1950 

study* 

$3,248 

$5,435 
$6,251 
$9,703 
$4,073 

$ 6 , 510 
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, Modern Far __ 

first step toward convoking a panel or seminar on agricultural 

r going on as to what shall be done with the 

_ Nr* Darwish Al-Haidari Director General of 

Date Association and Chairman of the Board of the Iraq Agricultural 
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articipation of Iraq at the regional workshop proposed in 
airgram, will be contingent on the results of this proposed 
1 * e Iraq and* about all that can be said at the moment is ■ 
% _ s for concentrating attention on what to do « 

than on participation in a regional workshop* The Iraqis 

regional meetings in recent years and feel t3 
:nore deeply the situation within the country prior to 
in another. However there is considerable possibility - 
n1 ^ ^ eav ^ 'to a regional workshop i^Jwas convened afte: 
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cheduled for next fall. 
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Country seminars held in the meantime will provide further excellent 
foundation for such a workshop© 
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CREDIT SUGGESTIONS 
DR 0 Vo Po LEE 


I. 


Worksho 


a 


Principal issues that should be -taken up at -the workshop© 

* Need Tor a more -thorough analysis by each country on 








■the part a better credit system could play 
more effective and in getting them in 
people who are primarily interested in credit 
with the people who are trying to get farmers 

© A broad study of the needs 
where the ,f Background Materials” summary 
Airgram of July 19 $ 1956 leaves off* would 
cultural Officers in USQMs will readily 
understanding all around of the place of 




more promptly© Many 
need to work more closely 
to plant better seedj 







vS 






for in item U of IC. 
worth a great deal© 
to _the need of a better 

in the promotion of their 


2nd© Another subject that should have a lot of consideration 
is the connection between credit and an adequate system of marketing 
farm products and of purchasing farm equipment and supplies© Regardless 
of the fact that credit may be made available, the fanner can*t get any¬ 
where if he is heavily over—charged for supplies and doesn f t get anything 
like the real value of his products© Many countries seem to find it 
necessary for the bank or credit association to get in the marketing 
business in self defense© We consider the merchants "take” as added 
interest; but if he continues his ”take” after the bank advances cash 



farmer, the total interest is increased by just the amount the 

© This situation seems to be in the thinking when a country 
at the interest rate of the Government Agricultural Bank 
should be set at a very nominal figure© 



3rd© Another subject which needs full consideration is closely 
related to No© 1 above — that is, the question of. the credit people in 
each country learning how to present their case to the responsible 
authorities of the Government so the importance of credit in increasing 
the prosperity of agriculture will be fully realized© Nearly every¬ 
where I have been everybody well knows that the total annual income of 
the country is largely agricultural, but few realize how much agri¬ 
cultural production could be increased by using proper methods of planting, 
cultivating, fertilizing. Irrigating, etc© and what part credit could 
play in getting these improvements in effect© Greece has demonstrated 
what can be done by increasing its total production of foodstuffs around 
60 to 70% since the late thirties — and that in spite of the extreme 
set backs farming had there during World War IX and the guerrilla warfare 


2 


4 

for years afterward* The agricultural bank there has taken the bull 
by the horns and made fertilizers available* for instance* to thousands 
of farmers* It is my impression also that it has been effective in im¬ 
proving agricultural production in many other ways* No doubt it has had 
an influence in getting a general improvement in marketing products and 
buying supplies and equipment* Some other countries would do well to 
find out how they do it * 

• • 

% 

Another example is Iraq 0 Here is one place where there seems 
to be a fairly adequate supply of money if the leading authorities of 
the country could just find some effective way to lend it to farmers* 

No doubt they would find some way to lend the money if they fully 
realized what effect it could have on the prosperity of the whole 
country* .They are fully conscious of the advantage of developing their 
own processing plants rather :than shipping the raw materials to some 
other country, and they are preparing to put a lot of money in these 
plants* Now* if they could get credit to individual farmers they could 
really make a lot of progress* 

b* and c* Suggestions for Agriculture officers on advance planning 
of delegates to the workshop* 

1* There can be no better start for the delegates than to 
get them to do a thorough job preparing the "Background Material" 
called for under item U of ICA/W Airgram of July 19th* It will be a 
mistake if USOM decides to pitch in and prepare this statement* 

Delegates who are qualified to go to the meeting are qualified to work 
up this statement* They will need help from USOM, but it should be 
their responsibility to argue it out and to dig up the necessary in¬ 
formation* In fact, I think the delegates may be able to do as much 
good by working up this statement in a good thorough manner as they 
will by attending the conference* Agriculture people can do a lot by 
encouraging them to do this job right and by getting them sharpened up 
on the various phases of credit by arguing out the various points with 
them before they go to the meeting* 

2 * I think agriculture officers can also help a lot by keeping 
the subject of credit and the credit workshop before the Governmental 
authorities so that the delegates will have a ready audience in presenting 
their ideas when they get back home* 

3• Agriculture officers.can help.get the delegates organized 
to do effective work at the meeting by seeing that the language 
situation is well handled, by getting the delegates organized with a 
chairman* a secretary, and a man to make the introductory speech* They 



3 - 


can inspire the delegates to do a good Job collecting and writing down 
Ideas while at the conference® They should be encouraged to cone back 

with some very specific suggestions for application* 

* • • ® 

Uo Agricultural officers have some real responsibility in 
helping the delegates present their story after they get back 0 Xn 
fact, this should give the USOM an excellent opportunity to show the 
Government authorities the connection between an adequate source of credit 
and the promotion of the various programs the USOM is advocating — for 
instance, the increased effectiveness of extension service work if 
farmers could readily -get credit to-buy-bet ter .seed, fertilizer, etc* 

5© I would think the agriculture officer in each USOM should 
work up a systematic program to help the delegates when they returns 
(a) Help them to get up a logical and effective statement of their 
recommendations; (b) Arrange a hearing for them before USOM people; 

(c) Help them to get a good hearing before their own Government officials© 

6 © Agriculture officers can help the delegates by developing 
effective methods of presenting their ideas through charts, pictures, 
etc© Xn most countries Government officials need educating more than 
farmers — or at least they seem to be harder to educate on some of the 
improved methods© X have seen certain USOM programs making a lot of 
progress because the farmers got the idea and put the pressure on the 
Government to help them put the practices into effect© 

7® X would suggest Agriculture officers encourage the delegates 
and others in the Government to continue to make studies of the part 
credit can play in increasing farm prosperity© I would like to see 
USOMs in all countries give some real help in making a thorough analysis 
of how:- (1) present credit methods, are retarding progress; (2) how im¬ 
proved credit methods could increase production© 

XX© Approach to Credit 

I am not sure I am in. position, to make any worthwhile suggestions 
on this subject as outlined© I thinks the question.of the desirability 
of ICA putting up capital in_ an. agricultural bank must be analyzed 
thoroughly in advance so there will, be a thorough understanding of our 
position and the position of the authorities who are to run the conference© 
It is ray own opinion that we may be more effective if we will decide 
in advance that the country is capable of taking the capital and making 
good use of it — maybe not as effective as we think we could do it our¬ 
selves, but nevertheless making it a real asset to agriculture © I think 
we are inclined to be too skeptic and fearful that politicians will take 
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advantage here and there . It ±s veiy discouraging to people when you 
offer help and then prove by your actions that they are not worthy of 
help 0 I would be Inclined to analyze the situation thoroughly and then 
put up the capital with a fairly free rein for them to handle it, or 
else not put it up® 

I think there is real need for consultation on agricultural 
credit if it can be done on the right basis. In the first place, I 
think the country should be left free to ask for consultation, or not 
ask for it. If pushed, they give lip. service and never get much good 
out of it, but if it is fully voluntary there is a chance to do some 
good. In the second place, not just anybody can do a good job advising 
others on credit matters. I have been impressed more and more of the 
desirability of starting on the ground with what they already have and 
gradually working from there. You can’t go in with a blue print and 
ever get anywhere. An advisor in a strange country must throw away 
all pre—conceived ideas or schemes about what will fit. I haven't 
seen a single country yet, for instance^ where I think a Federal land 
bank, a bank for cooperatives, or a PDA, A la USA, would fit. Neither 
will F4H.A0 You have to be willing to start new, with the people and 
the country and their institutions as they are. In the third place, 

I don't think a consultant should have any authority or an axe by which 
.he could get people to.take-his advice, against their better judgement * 
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to be unusually good. 

The Mission also thinks the panel discussions and final report may be extra¬ 
ordinarily significant. Iraq has now an I.D. 200*000*000 fund being invested 
each year* largely by government which already owns the bulk of the nation 1 s land. 
Such huge government investment needs to be supplemented by an augmented flow, of 
private investment for two reasons: first* to promote economic balance and second* 
to mitigate* as far as possible* the gradual encroachment of State Capitalism that 
is now being encouraged by the huge investments of government. 

Private savings in Iraq are very weak and if private investment is to be stimu¬ 
lated* it must be through government financed banks. The country now has four of 
these: the Mortgage Bank* Industrial Bank* Agricultural Bank and Cooperative Bank. 

This latter is just starting and has not yet made a single loan. All four banks 
are weak* so that all have been joined into the panel discussion though the objec¬ 
tive of the panel is the improvement of agricultural rather than general credit. 

The U.S. proposals to be presented at the Friday* September 7th* meeting are 
attached* hereto* to give ICA/W and R.T.0. an early idea of what is being planned. 
"When plans are matured* a next airgram will be forwarded. 

The Mission would like most urgently to have the assistance of Dr. E. C. 

Johnson* of the Farm Credit Administration* and Professor Kenneth Parsons* of the 
University of Wisconsin* for this meeting* assuming plans for it are finalized. 

Both should arrive here by October 15th* if possible* to take a major part in prepa¬ 
ration for the meeting. 

Haidari has too many irons in the fire to do a good job on the details* and 
Hammar must prepare for and later attend the Hyderabad Conference* November 5“th to 
16th. He will not* therefore, be in Iraq during the critical three weeks prior to 
the meeting. 

Also* the U.S. Delegation needs to be large to get the necessary drafting done 
during the final days of the panel’s deliberation. Haidari f s method at Baghdad 
Pact Meetings was to assign one Briton* or one American* on all drafting groups. 

These worked afternoons* nights and mornings to get copy ready for the sub-committee 
as a whole. It is anticipated that he will use exactly similar methods at the panel 
meeting. He has indicated such intentions. 

Dr. Lee wouj-d like to be here for the meeting if ICA/W agrees* but Dr. V 7 . 

Webster Johnson leaves for home about October 1st and will not be here. 

The expense for Dr. E. C. Johnson must be borne out of regional funds since the 
Mission has no budget for the purpose. Perhaps Parsons could* possibly, come on 
funds provided earlier for Land Problems Training Course follow-up. 
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1. The first* four days of the panel will be given .over to formal meetings 
at which papers will be presented and discussed. The purpose of these papers, and 
the subsequent discussions, will be to lay a background for later planning work of 
the panel. 
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n Credit Administration, 
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Dr. Kenneth Parsons, Professor of Agricultural Economics 
University of Wisconsin. 


4* Mr. Gordon Loveless, U.S. Agricultural Attache to Iraq 
5. Mr. Frank Robinson, Credit Specialist, USOM. 


6. Dr. Conrad H. Hammar, Chief Agriculturist, USOM 
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Iraq Goyernnwnt 
Ministry of Agriculture 
Technical Affaire Branch 



Ko.9097 



Date Septal, 1956 



A committee conelsting of the following persons shall be foraed 
for the purpose of studying the possibility of applying the system of 
supervised crodit and submitting suggestions which the committee deems 
suitable for the execution of the project In the moot useful manner. 


Committee 


1 ) 
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Abdul Jabbar Al Bakir 

2 ) 

Dayed 

Nad hem barsara 

3 ) 

Sayed 

Darwish Al Haidari 

4 ) 

Dr. Hammar 


- Acting Director of the Ministry of 
Agricultures Bureau 

- Acting Director - Usneral of Agriculture 

- Director of the Fourth Technical Committee 
at the Ministry of Development, 

- ^ilef of agriculture Division U3GM 


Ministry of Agriculture 

(signed) 

Copy toi Ministry of Finance - ttef. its letter No,7175 dated August 5 , 1956 

Ministry of Development 

Directorate General of Agriculture - iief. its letter No.11646 

dated Aiigust 16, 1956. 

Directorage General of Agricultural Bank - lief. Ministry of Finance's 

letter referred to above. 
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August 7 f 1956 

Mr. Abdul Vvahab Mustafa ^1—Dabbagh 
Director General 

Agriculture Dank 
Baghdad, Iraq 

Dear Mr. Dabbagh: 

I am enclosing, herewith, a copy of a recent circular air- 
gram from the International Cooperation Administration, Washington, 
concerning an 11 Agricultural Credit Vvorkshop," scheduled tentatively 
for November 19-30, at Athens, Greece. 

You will note, from Paragraph 6 of the circular, that 
from three to five persons may be invited to the conference from 
Iraq. I am glad to say, also, that the International Cooperation 
Administration will pay per viiem for the participants while they are 
in Greece so that the cost to the Iraq Government for sending the par¬ 
ticipants wil be pretty largely for transportation only. I sin¬ 
cerely hone that, through the good efforts of yourself and the Board 
of the Bank, not less than three, and preferably five, people may be 
nominated to go from Iraq. This country, with its Agricultural Bank, 
Mortgage Bank, Industrial Bank and the recently established Cooperative 
Bank, is deeply engaged in providing credit and, as you know, 1 think 
thnt credit can play a most extraordinarily important part in the 
devoloament of the country. If I may be allowed to suggest names, I 
should say that yourself. Dr, Darwish Haidari and Dr. Hass an Tharaer 
should certainly be among the number selected to attend. 

I want to call your attention, also, to the fact that the 
United States Operations Mission to Iraq has been planning with the 
Ministry of Agriculture a conference on "Agricultural Programing and 
Administration." I have discussed the plans for that conference, 
not only with officials of the Ministry of Agriculture but with Dr. 
Haidari, and he thinks that the Agricultural Bank should certainly 
have a part in that conference. I presume that this conference on 
Agricultural frograming and Administration will be held some time 
during the period January to March, 1957. If that is the case, it 
night be possible to program the topics on agricultural credit for 
th t later conference in a manner so as to have the discussions at 
that tine constitute a follow-up of the discussions at the Athens 
conference. We night, indeed, schedule a very special session on 
Agricultural Credit in Iraq, inviting some of the major figures in 
the field of finance in Iraq to participate. I think, for instance. 
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Henry* Wiens, 
Director of IJSOM 
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Subject s Agricultural Supervised Credit 





With reference to the oral conversation that took 
us at my office on the subject of the Agricultural Supervised 
will no doubt remember that I pointed out to you that the 
Bank is bound by legal rules and regulations, and that the 

methods and the raising of the technical 
the farmer are the functions of the Ministry of Agriculture, 
to contact the Ministry of Agriculture with a view to studying 
And in case it confirms the project we will take up the d 
A gricultural Bank regarding the credits, and the Agricultural 
ask the Ministry of Agriculture for a guarantee to repay the 

It will be observed from this that the function of 




Credit, you 





aent of 
standard of 
We asked you 
the project 
with the 
Bank will 
credits on 



the Bank is 


limited to giving credits only; whereas the function of the Ministry of 
Agriculture is limited to sanctioning the project and putting it into 
execution after setting up a sound agricultural plan. 


Khalil Kenna 


Minister of Finance 


Copy to: 


Ministry of Agriculture 
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To The Internal Regulation of 
The Agricultural Bank 




Under the powers conferred on its Board of Pirootors in Article 5 
of its Internal iegulatl one, It is hereby provided that the \gricul~ 
tunal Bank may enter into %rr&ngacvants with other agencies of the 
government of Iraq to provide to land cultivators loans undfcr supervi¬ 
sion* The arrangewanta far and the credit supplied cultivators under 
the terms of this Amend&ttit to the Bank*a Internal ovulation shall be 
called Supervised Farm >rodit# 



Other agencies of the Iraq government wishing to offer loans 
under supervision to cultivators nay apply to the Agricultural lank 
for funds needed for the raking of suoh loans* Provided tiat appli 
cations to the Bank for such purpose shall contain the following 
infomstioni— 


1. jriamo a;xi rsajor address of the agency proposed to be 
ootabllshrad for the : urpoae* 

2* The area or areas in which trio agency ;jroposes to oke 
supervised fam loans* 

3# The nature and extent of the supervision to bo provided 
the borrowers* 


Tic procedures tho ag<5ncy proposes to use in tna making 
of supervised far?:? loans with respect toi~ 


a; 

( 2 ) 

(3) 

(4) 

(5) 
( 6 > 

(7) 

(3) 

( 9 ) 


replication for loan® 
li^ibility of borrower* 

.Vaounta a > J t-rr.na of loan® 

Purpoaa* of loans 
loan security raquiramairtB 
Appraisal of a.wurity 
Interact rates aiv\ other loan char.<;oa 
■epayia-it and collect J.on poll aims 
dolicino wit). respect to defaults on 
loan repay* .'snt8« 


4. 
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THE IRAQI AGRICULTURAL BANK 


The 







No. 22834 






Reference your letter No.185 dated January 6, 1955 

Sayed Saba Khammis, Head of the Loans Section on immovable 
property, ■who was sent in the beginning of February 1955 to the USA 
at the expense of Point IV for training in Agricultural Loans Functions, 
spent about ten months in America adopting in his training a plan pre¬ 
pared by the American Ministry of Agriculture in collaboration with 
the Directorate of I.C.A. His training plan consisted of 3 parts: 

(1) A theoretical study as a special student at the Agricultural 

College of Illinois University of the various Agricultural 
Loans Institutions and the methods adopted by them in granting 
loans to farmers. 

(2) Practical application of the theoretical studies by working 

with government and semi—government loan—granting institutions 
for short periods ranging between 1 week and 2. 

(3) Visiting agricultural fields and local institutions which 

undertake the dissemination of agricultural knowledge amongst 
farmers. 

Whilst thanking the American Ministry of Agriculture for tending 
our trainee and organizing his training plan in a manner which enabled 
0 him to be H an fait 11 with the various activities of the Agricultural Loans 
Institutions, we wish your respected Ministry to express our sincerest 
thanks and appreciation to the USOM in Baghdad for m a kin g this valuable 
opportunity possible for our trainee, and hope at the same time that it 
will continue to render these valuable aids. 

Abdul Wahab Al—Dab baugh 
Director General 

cc. The USOM (Point IV) for information. 




THE IRAQI AGRICULTURAL BANK 


No. 22834 
Doc* 17. 1955 


The Ministry of Finance 

Subjects Training in. Agricultural Loan Functions 

i t 


Reference your letter No.185 dated January 6* 1955 


Sayed Saba KhanmxLs* Head of the Loans Section on immovable 
property* who was sent in the beginning of February 1955 to the USA 
at the expense of Point IF for training in Agricultural Loans Functions* 
spent about ten months in America adopting in his training a plan pre¬ 
pared by the American Ministry of Agriculture in collaboration with 
the Directorate of I.C.A. His training plan consisted of 3 partst 

(l) A theoretical study as a special student at the Agricultural 

College of Illinois University of the various Agricultural 
Loans Institutions and the methods adopted by them in granting 
loans to farmers* 


( 2 ) 

(3) 


Practical application of the theoretical studies by working 
with government and sead.—goverament loan—granting institutions 
for short periods ranging between 1 week and 2* 


Visiting agricultural 
undertake the 
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Abdul Wahab Al—Dab baugh 
Director General 


cc. The USOM (Point IV) for information 





ul>uJ 

. 




yjitfIK j il ji l JLmi ^ wiA..«ll / 







♦M*0 / K / 

J*ljl 



«»<>»'» V^° ^JIAi-ifJt V 




^ gk «-ib L alt| 



S»£+« i*Jl XJ)I 


>v^4*u i^VlU'tpt Haul i,l.it !_»<> j-^vi Ju—jbMc4 a * > Jl u n n.* 




^iLm. i-^vi joui^i 



*ILo* .^tj^JI *41.all JM 


( / C /4 ) yJtOI juUall tflJl L4^»^l Ul^ll 







o* 





M 

JhfcJ ( ^>ijl) U^. Wtoll WDI *1 L^jki l_lj4 / I 

* vX;*>—11 *-U-a ^ l ts« «^»Jl j^kltj^tj^l i-4t.,i)> 

I^J&JI 4^ a^JI *4L4t c»u4-~ £» J Lto± *4 IvkJl 2_Vall^UJt J^hsll/T 



a^ijpl a^tssii c 



HI 



O x J° 



cJjft-JJ 



^ijtji i , 1—i t cU»)ji} i^tjjit j^.iji?j»la> /r 




G*-** r*k»> bj* 



2-^w VI 3*1^1 


0-^l*P* 


Jt 




l . ^ *) I fa tjb 









) 






M^bV jloA* 1 _^j*VI 3U<IJI UoJI 3.1 jV Lj 


f 


JUIVI 





U)l cJu.L-JI 4Aa 


! */ ■ - 




o 


I 



*-ll v* vA-b Lo-ijJ l.i^Ml 



^oll 



/J\ 

LfLmJL)/ au^ljll 2UJU ^JUJI ^Uall JjIjI 


IV/t*^ 






FROM - 



AIRGRAM 



OMINISTRATION 


SECURITY CLASSIFICATION 

UNCLASSIFIED 



AIRGRAM 


COPY 



SUBJECT 





Credit In Iraq 


Country 



REFERENCE 

(Check one before 
each address) 


ICATO Cire NA 33* Oct. 8 


PAGE 


PAGES 


1 


OF 


DATE SEN 



1 


DATE R 



DISTRIBUTION 


ACTION 


INFO 


X 


ADDRESS AND SERIAL NUMBER 

WASHINGTON TOICA A- 309 


-X 


V » 






\ 


\ 


\ 


• \ 


r, V 

r " 


The following stateme 


transmitted 


» r 


reply to 


\ \ 
\ 


request In paragraph 10 of reference circular tlrgraa 

A. Adequacy of credit. 

(1) Voluae. 


OTHER AGENCY 


Commercial Banks exist only in the larger 
cities of Iraq and seldoa lend much to bona fide faraers. 
the smaller communities credit Is supplied chiefly by 
Merchants (grain and wool buyers, etc.) and supplied In 
Halted amounts at high rates of interest. Aside from 
Individuals the only source of Mortgage credit is fro* the 
Agricultural Bank with an actual capitalization of ID 2,230 
(ID 3,000,000 authorized). Ibis Bank is a governmental ban 
and is not authorized to increase Its lending power by the 
sale of debentures based on Its Mortgages. Supply of credit 
to faraers Is generally inadequate to support a rapid expan¬ 
sion of farming In the country and is furthermore highly 

inflexible and can be materially increased only by action 
of ParliaMent. 


In 


* (2) 
and generous. 

only on the 



Terms at the Agricultural Bank 
Commercial and merchant cradIt i 
harshest of te 




adapted 
available 




(3) Interest rates. The Agricultural Bank charges 
5 per cent on its regular loans and 3 per cent for its 
supervised credit loans. Commercial rates run from 10 to 
40 per cent but are in fact charged as a Markup for commodities 
purchased or in other ways hiding their character as interest 
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B. Government'c attitude toward credit problem. 

.. \ • ' * • . v • . . .. 

•'*-.» - . . • . *. • . . 

OovcrnMQt la sympathetic la a fuabllng aort oT wey. 
Parllaaent apparently falls to get the campr*hensive analyses 
of credit needs and organisational and administrative problems 
of fan credit. There is no Intensive independent investigation 
and reaearoh into credit needs of the country that parllaaent and 
administrative officials nay use for guidance In establishing 
policies. Above all things such analysis is needed as a pre¬ 
liminary to changed and nore eonstruetlve.attitudes toward farm 
credit on the part of government. 

c. Proposed steps. 

(1) One young executive (Khamees) has Just returned 
from the U.S. from a year's study of U.S. credit institutions 
and their operations. He will be of some assistance in getting 
new ideas introduced and wishes to broaden the Agricultural Bank's 
role In providing production credit—a field now badly negleotdd. 

(2) OrON/Jraq has made some progress in getting 
Supervised Credit under way and expects a considerable broaden¬ 
ing of this type of work both In connection with the Hlrl Sirf 
L~nd Development Program Settlers and with small farmers 
generally. 


(3) An effort needs to be made to revise and 
strengthen the collection procedures of the Agricultural Bank. 
Proa 2 j to 30 per cent of its mortgage loans are commonly delin¬ 
quent and one year the percentage delinquent rose to 43. The 
Bank le under severe difficulties in 3this connection because of 
lte reluctance to foreclose delinquent loans. The land market 
in the country le almost completely undeveloped and foreclosure, 
therefore, often means that the properties must remain In the 
Bank's hands for long periods before they can be disposed of. 


(*) Appraisal policies of the Bank need virtually 
complete overhauling. Appraisal procedures now amount to little 
more than a formal listing of assets and a school or short 
course for appraisers la very badly needed Indeed. 

(5) As soon as possible the B&nk needs to request 
permission frost Parliament to finance itself In the open money 
market by the sale of debenture bonds based on its nortgsges (with 
s possible government guarantee). There are getting to be some 
savings now in Iraq and some of these would be used to purchase 
such bonds if they were made available on the market. If as 
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IIIo Types of Credit Systems and Programs — Regardless of the type of system 
developed* a successful agr5cultural credit program requires strong 
and support by the Governments As to the particular type of system* it is recom¬ 
mended that first consideration in any cooperative project be given to building 
on existing credit agencies„ ^ajor approaches includes 


1© Government ~ In some countries, the government (through Government 

controlled banks or otherwisej will need to be the principal lender 
until other credit institutions assune leadership* 


2* Commercial hanks — Wany countries nave commercial banks which can 

extend increased credit services to farmers o 

3o Cooperatives — A system of cooperatives is an effective means to 

f7 nance iu particular small and medium-sized farm operations where 

loans axe too small and scattered for profitable commercial admin¬ 
istration© Cooperative societies also can furnish marketing 
services which ~ urgently needed by small producers 0 


Goverranents can encourage effective credit services by commercial auod coop¬ 
erative institutions through such devices as special privileges in collection of 
debtsf guarantee or insurance against losses on loans made in the public interest 
end bqyond the institution's normal lending policies; grants or loans of needed 
capital; and assurance of non-interference with the institution's autonxxqy or their 
legal rights of operation 0 




IV 


Guidance to 3orrovers 


Any credit program should be developed parallel to* 



and in close working cooperation with* an extension program to provide the borrowers 
guidance in developing a sound farr. plan and o i sound agricultural practices* 

Beyond that* a large percentage of farmers in many cooperating countries need pro¬ 
duction loans and direct guidance in planning &nd carrying out sound farm 
and in the use oi* credit 0 Supervision is provided In various ways: (a) by repre¬ 
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In supervised lending» dibasic is placed upon constructive* 
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dependability of melon production aa a supplemental project and that 
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by adequate repayment possibilities. A fair but firm collection prog® 
ram should then gradually correct the present problem and create among 
bowovifivs a wholesome? reonect for their debts. 
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c/o American Embassy 
Baghdad. , Iraq 
June 17, 1955 


Mr* Abdul Uhaab Al—Dabbaugh 

Director General, Agricultural Bank of Iraq 
Baghdad, Iraq 

Dear Mr* Al— Dabbaugh s 

Reference is made to the Project Arrangement entered 
into by the Government of Iraq and the Foreign Operations 
Administration of the United States (formerly the Technical 
Cooperation Administration) in which it is agreed that assist¬ 
ance would be provided to the Agricultural Bank for the purpose 
of establishing farm credit for Iraq* This project arrangement 
dated September 10, 1953, provided that the Foreign Operations 
Administration would furnish the specialist an automobile for use 
on the project with the provision that the Agricultural Bazik pay 
fuel costs a nd minor repairs for the vehicle while in official 
use* 

We have been delayed in providing this automobile, but 
I am glad now to announce that a jeep station wagon was assigned 
to Mr* Sam Darner on, U*3* specialist, on the sixth of this month* 
Be assures me that this automobile is satisfactory for carrying 



Conrad H* Ha Tamar 

Chief, Agriculture Division 


CHH:bh 


• 0 



Gentlemen* 

• • T • * • . f 

X am transmitting herewith for your infoiroation the 
exp l a na tion of what small, farmers may expect from supervised 
loans* Such loans are now available in Hilla Liwa from the 
Agricxiltnral Bank* A number of loans have been made, and. many 

applications for loans are now being considered* 

* • • 

• * • • • • * 

• • • % • • , • 

The paper transmitted was prepaired by Mr*. Sam Dameron, 
TJSOM credit specialist with the Agricultural Bank* 

I « # ( • *9 1 * * • 

Sincerely^ 

* 

* * 

6 

9 

Conrad B* Hammar 

* • < « M • • I • . 
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Mr. Dameron and X would be most happy to consult with you on 
matter and wish to assure you of our greatest respect and regard. 
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their stuffs relative to the above described operating procedure c 


5. Xn order to avoid confusion with college contract 
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TO: Director General, Agricultural Bank of Iraq 

F ROMs Mr. Sam Dameron and Mahdi Najjar 

SUBJECT: Memorandum of Understanding for Establishment and Operation of* 

Supervised Credit Office at Hilla* 

We are glad to report to you that we have been successful in establishing 
the subject office at Hill a. After visiting and talking with Government 
officials and prospective borrowers in the Id.wa, it is considered necessary 
that you officially approve the recommendations as follows: 

1* Administrative activities to be handled in the Agricultural Bank: 

a. Establish a special loan account of Eight Thousand Iraqi 
Dinars (ID 8,000) from which all loans made under the program 
will be paid* 

b. Establish the interest rate to be charged for all loans made 
under the program at three per cent (5^) per annum, payable in 
advance when the borrowers receive their loan funds. 

c. All loans made in the program will be approved by the 

Agricultural Bank in Baghdad* 

* 

d. The bank will pay from a special account established in the 
bank all purchases made for the operation of the supervised 
credit office such as rental of office space, electricity, 
janitor service, travel expenses for officials working in 
the program, etc. 

2. Authority of the farm credit supervisor. See attached* 

3* Authority of the supervisor of the branch office of the Agricultural 
Bank in Hilia. 

9 

* 

a* With the approval of the farm credit supervisor and advice 

of the *S* technician to disburse all loan funds in accordance 
with the loan agreement entered into by each borrower with 

the bank when the loan was approved. 

• * 

b* Cooperate with fend lend assistance to the farm credit supervisor' 
in the development and administration of the program as possible* 

4* Conditions under which loans will be made: 

* 

a. The forms to be used in developing each loan docket will be the 
application, farm and home plan, loan agreement, and security 
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instruments as. required and now being used by the bank in its 
regular loan program, 

b. Loans will be made only -to farmers who occupy and cultivate 
a farm or -tract of land of sufficient size and quality to 
enable the operator to be successful as determined by a farm 
and home plan prepared by the farmer with the assistance of 
the farm credit supervisor. 

c. No loans will be made to a farmer who owns or operates a farm 

or tract of land exceeding three hundred (300) donums. 

. 

d. No loans will be made to a farmer who operates only an orchard 
containing more than ten (lO) donums devoted entirely to fruit 
production. 

e. Loans will be made to eligible farmers for the purpose of 
assisting them to purchase food, feed, farm and home equipment, 
seed, fertilizers, insecticides, hire labor, farm building 
materials, livestock, and refinancing of indebtedness covered 
by a mortgage on growing crops or livestock used by the farmers 
in operating their farms. 

f. Loans may be made to a farmer or a group of farmers to purchase 
machinery and equipment necessary for land irrigation and 
furnish water for human and animal consumption. 

g. Loans made under the program will be secured as follows s 

(1) Appropriate realestate mortgage from borrowers 

owning lands classified as Mamluka and Miri Tapu. 

(2) Appropriate real eatate mortgage from borrowers 

owning lands classified as Miri Lazma with the 
approval of the Ministry of Interior. 

(3) For operators of *£Lri Sirf land with the guarantee 

of the Government. 


(4) For tenant farmers by a joint grantee of at least 

three (3) reliable persons including the borrower. 

h. The amount of the loans to be made under this program will be 
determined by the amount required and justified as reflected 
in the farm and home plan, but in no case shall the amount be 
less than Fifteen Iraqi Dinars (ID 15) or more than Two Hundred 
Fifty Iraqi Dinars (ID 250). 
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i. Loan limits on -the established value of the property offered. 
as security for loans as determined by -the appraisal shall 
conform -to the existing regulation of the bank except that 
loans may be made for ninety per cent (9Q5C) of the appraised 

value of immovable property. 

• • 

0 . All expenses incident to the recording of official documents 
in connection with each loan shall be paid by the borrower. 

k. Loans will be scheduled to be repaid in equal annual install¬ 
ments with interest paid in advance for a period not to 
exceed five (5) years from the date such loan was granted. 

Please let us have your decision regarding each recommendation 
listed above so that we may proceed to Hilla and begin the work. 


Job Description 

FARM CREDIT SUPERVISOR 


Responsibilities and Functions: 

He will be under the general supervision of the Agricultural Bank 
for the experimental supervised credit program and will be under the 
technical supervision of the U # S, Technician assigned to direct the 
establishment of such program and will be required to do, but not limited 
to, the followings 

A. LOAN MAKING; 

1. Establish his permanent residence within the area where he is 
to work. 

% 

2. With the assistance of officials of the Bank explain to farmers 
living within the designated area either individually or in 
groups the purpose and intent of the supervised credit program. 

3. Receive applications from farmers, -within the designated area, 
who wish to apply for a loan from the Agricultural Bank. 
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4 # After receiving such. q?plications, he will present them 
to the Bank with a complete report as to his opinion re¬ 
garding the eligib i lity of each applicant for a loan. 


5. For each applicant approved by the Bank as to eligibility 
for further consideration for a loan, he will visit the 
applicant on his farm and develop a farm plan under which 
the farmer will agree to operate, also will inspect and 
appraise the property offered as security for the loan 
applied for* 


6* From the farm plan developed he will determine, with the 
farmer, the amount of loan needed to purchase the seed, 
farm implements, fertilizer, insecticides, work animals 
and other supplies that will be required by the farmer 
to operate nis farm* 



From the information 
amount of 
will prepare 



and SECURITY 



in the faim plan as to the 
loan required for the farmer the supervisor 

by the farmer a LOAN AGREEMENT, 
the case of a tenant farmer, a 
agreement is also required*/ 





DOCUMENTS 
written 


( 



8* He will present to the Agricultural Bank for each approved 
applicant the farm plan and all the instruments listed in 
item 6 above for final approval* 



If 




v 


B. SUPERVISION s 


The supervisor will visit each borrower as often as possible 
and practicable to teach him the proper method of dividing 
his farm into fields for planting to certain crops, prepara¬ 
tion of the soil for planting, time and method of planting 
various types of crops, time and method of cultivating crops, 
time and method of irrigation, advise farmers what should be 
done to control diseases' or insects that may be causing crop 



as to the 


best method of 
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SECURITY CLASSIFICATION 
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6• Work closely with other agricultural organizations in the 
area to obtain for the borrowers^ -under his supervision^ 
helpful instructions and information. 

• m 

7. He must make reports to the Bank as requested and advise 
the public concerning the operations and activities of 
the supervised credit program, and perform other related 
duties as required. 









In -the preliminary negotiations Tor the establishment of a project with, the 
Iraq Agricultural Bank on Supervised Farm Credit * there was a proposal that we 
would purchase Tor the specialist (Mr. Dameron) when he arrived a motor vehicle 
for his use while working on the official business of the project. We have 
purchased for the Agricultural Division a number of vehicles and I wish now to 
assign* if possible* a Jeep station wagon or a Jeep pickup to Mr. Dameron for 
his use. The bank keeps urging us to make good on our early proposals* and jl 
find their willingness to come through on certain promises to us relevant to the 
project to have compromised by our failure to supply the automobile. 

Would you have So fair look over vehicles purchased by the Agriciiltural 
Division to discover if one might be assigned to Hr. Dameron for his use? 




No# 725 

The £tabassy of the Utiited State• of Aatrion presente ite 
compliments to the Ministry of Foreign Affairs and has the 
honor to refer to the Ministry's Note No# Mussa'adat/764/345/400/ 

29795 dated November 18, 1954# wherein the Ministry requested 
mediation in implementing the .$4,000 allocation provided in 
the Agreement between the Agricultural Bank of Iraq and the 
United states Foreign Op>e rat ions Administration in Iraq# 

The "Embassy is pleased to inform the esteemed Ministry 
that tho United States Operations Mission to Iraq has implemented 
the Credit Project with the Agricultural Pink by supplying 
Mr. Sam Dam j ron an automobile for his use in making trips 
required in the performance of his duties in training Iraqi 
workers in farm credit# 

The Embassy avails itself of this opportunity to express 
to the Ministry the assurances of its highest concern# 

The American Embassy, 

Baghdad, January 6, 1955* 

MniOlson/mk 
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W hat is a Credit Union 

A credit union is simply a 
group of people organized 
to help each other solve 
their own financial prob¬ 
lems. They save money to¬ 
gether and use their com¬ 
bined savings as capital to 
provide each other with 
low cost loans. 

The purpose of a credit union is not for profit, 
but for service—to give its members the means 
to build their own financial security. Credit un¬ 
ions have no direct connection with labor unions 
although some union locals have a credit union 
serving their membership, as do many other 
groups such as churches, lodges, farm organiza¬ 
tions or groups of people who work at the same 
place. 



Over IOO Years Old 

Man’s urgent need to find a 
better, easier way to save 
money and to protect himself 
against unscrupulous money 
lenders who charge exorbitant 
rates of interest inspired the 
first credit unions more than a 
hundred years ago. They were 
begun by groups of hard 
pressed people who determined 
to make the most of what little 
they had by helping each other. 
They succeeded and proved 
the credit union principle. 

9 Million Members * 

The idea has since been adopted by people all 
over the world. Today there are over 18,300 
credit unions serving nearly nine million people 
in the United States and Canada. Many of 
America’s largest and best known companies 
have credit unions within their groups of em¬ 
ployees. Credit unions have the endorsement of 
government, business, labor, and church. The 
same relief from financial anxiety that these mil¬ 
lions of people enjoy will be yours when you 
join your own credit union. 

How you save more money 

When you save in your credit union you save for 
a double purpose : —to help yourself and your fel¬ 
low members. Your benefits increase with the 

Present credit union growth is at the rate of 2.000 credit unions 
and one million members every year. 







amount of your savings. You make your savings 
deposits quickly and easily where you work or at 
your church or club—wherever your credit un¬ 
ion is located. This makes regular saving easier 
and has inspired credit union members to save 
over one billion dollars. 


You earn more on your savings 


Your credit union savings pay 
larger dividends than most other 
kinds of savings. Last year credit 
unions all over the country aver¬ 
aged from 3% to 4return on sav¬ 
ings. Compare that with the rate 
paid by other savings institutions 
and you see why it is more profit¬ 
able to save the credit union way. 



You save through lout cost loans 

If you have ever borrowed money or bought 
anything “on time” you would most likely have 
saved money by getting a credit union loan. Cre¬ 
dit union rates are lower than those available to 
most people at other sources. A credit union is 
run by the members and therefore has no expen¬ 
sive overhead. Its purpose is for human need and 
not for greed. Helping members finance such 
purchases as home furnishings, cars and clothing 
and providing funds for medical bills and even 
vacations is a primary purpose of the credit un¬ 
ion. Did you ever figure out what you actually 
pay in interest and charges on the things you buy 
on time? You’d be surprised if you did. 


Your Credit Union belongs to you 

You choose your own officers 
from the membership. These 
officers manage the credit un¬ 
ion without pay, except for 
the treasurer, who has the 
most work. This is another 
way the credit union saves 
money and passes it along to 
members in benefits. There’s a wonderful sense 
of “belonging” when you are a credit union 
member. You are not dealing with strangers and 
outsiders who do not understand or care about 
your problems and whose only motive is profit. 
Your credit union has a heart. It’s there to serve 
you. 




How you are protected 

In addition to help you save more 
successfully and more profitably 
and providing you with low cost 
loans, your credit union can also 
offer unusually attractive insurance 
features. Your life may be insured 
in relation to your savings up to $1,000 and 
credit union pays the premium. If you die your 
family would get not only what you had saved 
but an additional amount from the insurance. 
Money you borrow from your credit union may 
also be insured at no cost to you so that if you 
die or suffer a total and permanent disability 
your debt to the credit union is paid in full. 
These insurance features are additional proof 
of the spirit of credit unions—to help and serve 
you—not to take advantage of your need. 

How you may join 

Any group of peo¬ 
ple with a common 
bond such as em¬ 
ployment in the 
same place, church 
affiliation, member¬ 
ship in a club or other organization can form its 
own credit union. It is usually advisable that the 
group number 50 or more. A field representative 
for the Credit Union National Association will 
help you get started. He will provide all the 
necessary information. He will talk to the man¬ 
agement of the place where you work or the 
head of your club, church or other group. He 
will show you how quickly and easily a credit 
union can begin providing you with all the bene¬ 
fits for happier living that millions of people are 
now enjoying. Business leaders welcome them 
and praise them as the most beneficial of all em¬ 
ployee activities. 


CREDIT UNION 

national association 

Madison 1, Wisconsin, U.S.A. • Hamilton, Ontario, Canada 
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CREDIT UNION MATERIAL 


Following is a list of credit union material contained in this package 



drafted by CUNA following the counsel and experience of 
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Credit Unions in Indonesia 


Solve Social and Economic Problems 


F ormerly the Dutch East In¬ 
dies, the new Republic of In¬ 
donesia is probably best known 
to the world for its fabulous islands. 
Starting with the famed Spice Is¬ 
lands of the Celebes and Moluccas 
in the east, its far-flung perimeter 
embraces Timor, Bali, Java, Su¬ 
matra, the Bangkas, and most of 
Borneo. Sweeping three thousand 
miles along the equator, this mag¬ 
nificent chain almost joins the con¬ 
tinent of Asia with Australia, and 
its 80,000,000 people place it sixth 
in population among the world’s 
family of nations. 

For centuries the names of these 
islands of the Indies have been 
known to the west chiefly for their 
exotic products. Rubber and tin 
from Sumatra and the Bangkas, tea 
and teakwood from Java, cloves and 
sandal-wood from the Celebes, all 
have long established trade names 
in the world’s commerce. Equally 
as strange and fascinating, the cus¬ 
toms of the people of these distant 
lands have provided romantic back¬ 
grounds for some of our most color¬ 
ful fiction, but are virtually un¬ 
known otherwise. Thus it may come 
as a surprise to many of us to find 
such a progressive and thoroughly 
western institution as the credit 
union flourishing in this remote and 
picturesque archipelago. 

Known simply as credit coopera¬ 
tives in Indonesia, credit unions 
comprise about two-thirds of the 
seven thousand or more cooperatives 
of all types operating in the country. 
They were introduced about a quar¬ 
ter-century ago, largely through the 
efforts of Dr. Hatta, famed inde¬ 
pendence leader and now vice presi¬ 
dent of the Republic, who studied 
the movement in Europe during his 


By C. A. Woolard 



Mr. Omo, chairman of the credit union, discusses 
problems w/fh Mr. Woolard, Point IV advisor, and 
Mr. Ramelan, director of Bandung Cooperative 
Service Training School. 

(Foreign Operations Administration Photo) 

student days. Today he in indeed 
esteemed almost as much for bring¬ 
ing the cooperative to his people 
as he is revered as the architect of 
their freedom. 

Although the movement was well 
established by 1940, most of the co¬ 
operatives of Indonesia were dis¬ 
banded during the Japanese occu¬ 
pation and subsequent four years 
of the independence struggle. How¬ 
ever, a spectacular come-back has 
been made since full sovereignty 
was achieved in 1949, with much 
help from the new government, 
which is probably the most cooper¬ 
ative-minded in the world. One rea¬ 
son for this attitude is the fact that 
many of its present leaders, like Dr. 
Hatta himself, were cooperative 
workers in pre-independence days. 
Another is that the Constitution of 


Indonesia mandates the government 
to organize the entire economy of 
the people, eventually, on a coopera¬ 
tive basis. 

Wisely directing its efforts to¬ 
wards mass education, one of the 
first acts of the Indonesian govern¬ 
ment was to establish a national 
Cooperative Service. A bureau of 
the Ministry of Economic Affairs, 
this Service has more than 800 em¬ 
ployees and maintains offices in all 
Provinces of the country. Organized 
in 1950, its first project was the es¬ 
tablishment of a country-wide sys¬ 
tem of training centers for village 
youths in the theory and practice 
of cooperation. These were board¬ 
ing schools, offering free of charge 
four weeks of class-room instruc¬ 
tion in the techniques of cooperative 
organization, management, and 
bookkeeping. Adopting a standard¬ 
ized schedule of studies requiring 
168 hours of work, classes were lim¬ 
ited to 35 students qualifying for 
the course by stiff entrance examin¬ 
ations. By the end of 1952 there 
were 26 training centers in opera¬ 
tion and more than 5,000 students 
had been graduated in Java, Suma¬ 
tra, Borneo and the Celebes. 

Although it is too soon to eval¬ 
uate the total effect of such a pro¬ 
gram,' hundreds of new cooperatives 
organized by students of these 
schools can be counted. One of the 
most interesting example is a cre¬ 
dit cooperative in the great Pasar 
Baru (New Market) of Bandung, 
a mountain city in west Java, where 
the first Cooperative Training 
School was opened. 

Often called the Paris of Indo¬ 
nesia, Bandung is its third largest 
city. Long popular as a resort town 
in colonial times because of its de¬ 
lightful climate, it is a rich manu¬ 
facturing and trade center of 800,- 
000 population, with many fine 
homes, schools, modern hotels and 
scenic attractions. Sprawling over 
two city blocks near the center of 
town, the Pasar Baru is an open 
market-place where the produce of 
farm and factory alike is bought 
and sold ait day long by thousands 
of -small merchant-traders, most of 
whom are native Indonesians. Bust¬ 
ling with color and activity, the 
Pasar is the center of native life in 
all Indonesian cities and one of their 
most fascinating spectacles. 

Unlike their more fortunate Chi¬ 
nese, Indian and Dutch rivals in the 
larger merchantile houses of the 
town, the little Indonesian mer¬ 
chants of the Pasar have no access 
to bank credits, and for centuries 
have been a prized victim of the 



Main street in the city of Bandung, Indonesia taken from Savoy Hotel. Along the street are Chinese, 
Dutch, and Indian mercantile establishments. (Foreign Operations Administration Photo) 















itinerant money-lender. Lending 
small sums without collateral secur¬ 
ity at fantastic interest rates, these 
“walking money-lenders are pro¬ 
tected by losses by the necessity 
that the borrower preserve “face” 
in order to obtain future credits. 
Acknowledged as providing an es¬ 
sential service, the evil institution 
of the money-lender has long stump¬ 
ed the experts in the search for 
something better. Thus it was no 
accident that he was selected as 
the prime target of the Cooperative 
Service training program. 

Rounding up students for his first 
class, Mr. Ramelan, the newly ap¬ 
pointed Director of the Bandung 
Cooperative Service Training 
School, headed straight for the 
nearby Pasar and the fruit-vending 
stall of an old friend, Mr. Omo. 
There, over a glass of hot tea in the 
back of the stall, he succeeded in 
convincing Mr. Omo that there was 
a way, through the credit coopera¬ 
tive, whereby he and his neighbors 
could free themselves of the burden 
of the money-lender. Mr. Omo 
talked it over with a small group of 
his fellow merchants that night. 
They agreed to try the idea, and 
also to help Mrs. Omo run the fam¬ 
ily business while Mr. Omo attend¬ 
ed the day-long classes at the Co¬ 
operative Training School to learn 
the techniques involved. 

Enrolling the next morning, Mr. 
Omo breezed through the difficult 
course with ease, his mind quick¬ 
ened by a vision. Graduating at the 
top of the class four weeks later, 
he returned to the Pasar and 
promptly called a meeting of his 
sponsors. Thirty-four men and wo¬ 
men in all, that night they met 
standing in and around Mr. Omo’s 
tiny stall, and there in the flicker¬ 
ing light of a kerosene lantern for¬ 
mally adopted the by-laws of the 
Pasar Baru Credit Cooperative of 
Bandung. Electing Mr. Omo as 
chairman of a board of directors 
of five, executive officers were se¬ 
lected, and a ten Rupiah share pur¬ 
chase was paid in by each of the 
members present before the meet¬ 
ing adjourned. 

The next morning the members 
erected a lean-to shack in a corner 


of the market and the little credit 
cooperative opened for business. Ig¬ 
noring the banter of the skeptical 
and smirks of the money-lenders 
with cheerful aplomb, Mr. Omo set 
up his books, loaned out his total, 
capital, and took off around the 
Pasar on a membership campaign. 
Prospective members were invited 
to inspect the model office, complete 
with abacus (Chinese calculator), 
neatly ruled ledgers, and most im¬ 
portant of all, the interest tables 
posted for all to see. These proved 
to be his best possible advertise¬ 
ment. Scaled to the unbelievable 
rate of one and one-half percent per 
month on unpaid balances, (as 
against the money-lender’s rate of 
forty percent per month) they kept 
a crowd of doubters waiting for 
hours to witness the first loan re¬ 
payment. 



Mr. Ramelan, who is 
mentioned in this arti¬ 
cle, visited the Credit 
Union National Asso¬ 
ciation last fall while 
on a four months 
study trip in the 
United States spon¬ 
sored by the Mutual 
Security Agency. 

For another article 


on credit unions in Indonesia, see The Credit 


Union Bridge, March, 1953 issue, page 6. 


This event happened in a matter 
of hours, too. One of the first bor¬ 
rowers had used a 25 Rupiah (about 
$2.00) loan to buy fresh fish trucked 
up from the coastal city of Djakarta 
that morning. Selling quickly in a 
scarce market, the borrower re¬ 
turned to repay the loan at noon. A 
private money-lender’s charge 
would have been a straight 10% for 
this loan. Consulting his interest 
tables, Mr. Omo found the credit 
cooperative’s total permissable 
charge to be a sen (one hundredth 
part of a Rupiah) and a fraction. 

Debiting this charge to the mem¬ 
ber’s interest account for future 
collection when the total account 
reached a reasonable sum, Mr. Omo 
did collect 10% of the loan in addi¬ 
tion to the principal, but as a de¬ 


posit of the member in his savings 
account instead of an interest 
charge. This was in accordance with 
the by-laws of all Indonesian credit 
cooperatives, and is one of the se¬ 
crets of their success in raising 
their own capital. 

From that first memorable day’s 
operations, in December, 1951, the 
story of the little credit cooperative 
in the Bandung Pasar has been one 

of steadily mounting success. Three 
months later membership stood at 
315 men and women, with 40,000 
Rupiahs in savings and over 70,000 
Rupiahs successfully loaned. At the 
end of the first year’s operation al¬ 
most three-fourths (740) of the 
thousand-odd small merchants of 
Pasar were members, with 85,000 
Rupiahs in capital and a record of 
over 140,000 Rupiahs loaned to 
members and not a single repay¬ 
ment overdue. Moreover, the goal 
set by its members, and Mr. Rame¬ 
lan of the Cooperative Training 
School had also been realized. The 
droves of private money-lenders 
formerly infesting the Pasar had 
almost disappeared, and those re¬ 
maining were only able to do busi¬ 
ness by reducing their interest 
rates to a competitive level. 

Formed in almost precisely the 
same manner and for the same pur¬ 
poses as our own, the credit coop¬ 
eratives of Indonesia serve villag¬ 
ers, factory workers, government 
employees and community groups 
in all the major islands. An out¬ 
standing example of their adapta¬ 
bility to so-called primitive societies 
and another case for the record of 
the Cooperative Service Training 
Schools was recently reported from 
eastern Borneo. In the spring of 
1952 the school at Samarinda, near 
the mouth of the Mahakam River, 
graduated sixteen Dyak students, 
members of the former head-hunt¬ 
ing tribes of the interior, who pad- 
died their canoes 200 miles down¬ 
stream to attend classes. Returning 
to their homes, a full month’s jour¬ 
ney, they reported the successful 
formation of credit cooperatives in 
each of their “long houses”, the 
three to four hundred family single 
dwelling which comprises a Dyak 
village. 







Indonesian merchants and shoppers . The credit union operates in a 



0 behind the market place, 


(Foreign Operations Administration Photo) 
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They All 


Endorse Credit Unions 


HARRY TRUMAN 

President of the United States 

Credit unions serve the people in the best Amer¬ 
ican tradition. Membership-owned-and-operated, 
they help their members solve their own money 
problems. By encouraging thrift and the wise use 
of credit they contribute to the welfare not only 
of their own groups, but also of the whole nation. 

I am particularly proud of the fine records 
made by the more than 5,600 credit unions 
chartered by the Federal Government since the 
Federal Credit Union Act was signed bv President 
Roosevelt in 1934. 


LOUIS S. ST. LAURENT 

Prime Minister of Canada 

Credit unions represent a successful application 
of the co-operative principle to the improvement 
of the material welfare of large numbers of our 
people. 


THOMAS E. DEWEY 

Governor, State of New York 

Organizations which perform an unselfish pur¬ 
pose in helping people to save and to finance 
their activities wisely fulfill a real need in our 
community and merit commendation. Credit unions 
have shown unusual vitality in New York State. 


DWIGHT J. THOMSON 

Director of Industrial and 

Public Relations , 
Champion Paper and Fibre Company 

When our credit union was organized ten years 
ago, we little realized the important part it was 
to play in our industrial relations program. . . . 
We wholeheartedly endorse its operation. 

JOHN HOLMES 

President , Swift and Company 

We like the idea of credit unions of our em¬ 
ployees. We like the lessons of frugality and thrift 
they teach and the democratic manner in which 
they are taught. We think these things make for 
happier employes and more efficient ones. The 
feeling of security and peace of mind of a nest egg 
that comes with thrift is a bulwark against much 
unhappiness in our family living. 


SAMUEL SPECTOR 

President, Bona fide Mills 

I am a great believer in credit unions. The 
existence of the credit union has had no adverse 
effects; to the contrary, it has been helpful to 
both the management and employees of the com¬ 
pany and has brought financial stability to the 
employees. 

R. D. ZEVIN 

President , World Publishing Company 

We have a very successful credit union. Since 
the day it was organized to this very day, I have 
supported it with all the enthusiasm — all the 
vigor I could command. I have supported it as 
a charter member, as a borrower, as a co-signer on 


loans, as a company executive. Since the credit 
union was organized the company has never been 
asked to dole out any loans or advances, no one’s 
salary has ever been garnisheed, no one has ever 
been fired for being in debt. Many hundreds have 
been made happier. 

To me credit unionism is a way of life. It is a 
step in the direction to which all mankind is 
groping, however blindly, and slowly. The spirit 
of cooperation which prevails throughout the 
credit union movement is precisely the sort of 
thing which is needed. 


M. E. CODY 

General Manager, 
c-Clawson Company 


The 

My personal feeling is that our credit union 
has been of benefit to both the employees and the 
management to a very great extent. . . . We are 
frankly very enthusiastic about the credit union 
and endeavor to encourage it in every way possible. 

JAMES L. KRAFT 

Chairman of the Board , 
Kraft Food Company 

It is my opinion that the twelve credit unions 
operated by Kraft Foods Company employees have 
been of material benefit to both the employees 
and the Company. These credit unions have had 
the active interest and assistance of the officers 
of this company since their inception. 

They have been a source of help to employees 
in times of distress and also tend to promote the 

habit of thrift. 

Unquestionably, the credit i nlon has had an 
excellent effect upon employee morale. 



SAMUEL McCREA CAVERT 

General Secretary, 
the Federal Council of the 
Churches of Christ in America 

Credit unions have clearly proved themselves 
to be an important method of mutual helpfulness 
among; many groups of people. They deserve our 
grateful support. 

WILLIAM T. MULLOY 

Bishop of Covington, 
Past President, 
National Catholic Rural Life Conference 

Credit unions are agencies which help make the 
common man the master of his economic destiny. 

ABRAM VOSSEN GOODMAN 

Chairman, 

Joint Commission of Social Justice 
Union of American Hebrew Congregations 

The Five Books of Moses tell us that if our 
brother be waxen poor we should not ill-use or 
exploit him when he turns to us for aid. Such a 
religious ideal is the foundation of the credit 
unions. Without thought of high interest return, 
they help their members requiring financial assist¬ 
ance in a brotherly spirit. This is an ethical pro¬ 
gram which contributes to the coming of the 
Kingdom of God. 

WILLIAM GREEN 

President, American Federation of Labor 

Credit union services are of particular value to 
union members because they give protection against 
loan sharks, furnish credit at low cost and encour- 
age savings at a good rate of interest. 

PHILIP MURRAY 

President, 

Congress of Industrial Organizations 

The credit union movement in the United States 
and other countries has made a significant con¬ 
tribution to the welfare of working people. 

FRANK W. HUBBARD 

Director, Research Division , 
National Education Association 

of the United States 

The credit union is a friendly, useful service 
par excellence. It extends a helping hand in emer¬ 


gencies; it supports the urge for advance profes¬ 
sional training; it builds cultural interests; it makes 
dreams into realities; it provides opportunities for 
practicing democracy. 

GEORGE M. HARRISON 

Grand President , Brotherhood of 
Railway and Steamship Clerks 

I receive uniformly good reports of the helpful¬ 
ness of the credit unions that have been formed 
by members of the Brotherhood of Railway Clerks. 

A. S. GOSS 

Master of the National Grange 

In these days of political promises of Govern¬ 
ment aid for every conceivable purpose, it is re¬ 
assuring to note the progress made by the self-help 
credit union movement. While others are crying 
for Government help, some millions of our citizens 
of moderate means and modest income are accept¬ 
ing full responsibility for citizenship, and are 
prudently providing for the future through these 
savings and mutual aid institutions. As long as 
this spirit exists among a majority of our people, 
we need have no fear for the future of democracy. 

JAMES D. PATTON 

President, National Farmers Union 

The credit union movement in the United States 
is one of the outstanding self-help developments 
of our generation. The credit union movement has 
given new life and vigor and certainly new hope 
to millions of people who otherwise would never 
come to feel they could do things for themselves 
and that they had a part in the total scheme of 
things. 

I. H. HULL 

President, Indiana Farm Bureau 

Cooperative Association 

Indiana credit unions are a valuable addition 
to our structure. They do help to solve the credit 
problem. Intangible but real services are the train¬ 
ing of children and adults in thrift and in sound 
financial planning. 

JERRY VOORHIS 

Executive Secretary, 
The Cooperative League of the U.S.A. 

The credit unions of thje Wes ter ri Hemisphere, 
with their five million members, stand today as 


monuments to the ability of the people to manage 
their own money and to establish, by their own 
thrift and wise business management, a basic 
financial security for themselves and for their 
families. 

I cannot state too strongly my endorsement of 
the credit union movement. It has lifted the burden 
of financial anxiety from millions of American 
families, and will, through the years, serve as a 
bulwark of stability and a center of hope for our 
entire country. 

WRIGHT PATMAN 

Congressman from Texas 

Credit unions have long impressed me as a 
major tool to help people solve their own financial 
problems. 

In Congress I have continuously and warmly 
supported the full encouragement of federal credit 
unions, so that everyone in our country might 
have credit union service, and so that our credit 
unions might be given full opportunities to serve. 
Given the chance and encouragement I know 
credit unions will become, as they have already 
in large measure become, a true bulwark against 
the financial exploitation of the people. They 
help their members get the most good from their 
money. 

ELEANOR ROOSEVELT 

United States Delegate 
to the United Nations 

I have long been familiar with the credit unions 
and feel they are an important factor in any 
community. 

How To Organize A Credit Union 

There are approximately 12,000 credit unions 
in the 'Western Hemisphere. They are organized 
in fifty-seven state and provincial credit union 
leagues, which are associated in the Credit Union 
National Association. The leagues and the national 
association maintain field men, publications and 
numerous other services designed to help credit 
unions in their operations and to assist the organ¬ 
ization of credit unions wherever the need exists. 
For further information write Credit Union 
National Association, Madison 1, 'Wisconsin. 



Basic credit union history and philosophy 

by managing director of 

Credit Union National Association 



by Thomas W* Doig 


MORE THAN lOO YEARS OF CREDIT UNION ACHIEVEMENT 





S O FAR. we have done little more 
than lay the foundation of the 
credit union movement. True, 
in the United States we have enabling 
legislation in almost all states and we 
have the Federal Credit Union Act 
passed in 1934 so that credil^union’s 
cooperative thrift and loan service 
might be available in every state. We 
have about 10,000 credit unions, some 
more than 30 years old. We have over 
three million members. We have a 
body of valuable credit union experi¬ 
ence to draw from as we expand our 
work. We have strong credit union 
leagues and the Credit Union National 
Association to help pool our credit 
union experience and to combine our 
members for more effective credit 
uifton action. Credit union members 
have saved millions of dollars they 
would not have saved but for their 
credit unions. Interest rates on small 
loans have been generally reduced be¬ 
cause of the example set by credit 
unions. 

And pretty much the same report 
may be given for Canadian credit 
unions, except that they do not yet 
have a national credit union act. 

Elsewhere in the world the foun¬ 
dation has hardly been laid, even 
though our movement is an outgrowth 
of and a part of a worldwide move¬ 
ment. 

Although a great amount of pio¬ 
neering still needs to be done in parts 
of Canada and the United States, in 
general we have the basic laws pretty 

well polished by experience and we 

_ • 

have developed the methods and or¬ 
ganizations which seem to fit best the 
needs of credit union development. 
What we need to do now is to use 
those laws, those methods, those or¬ 
ganizations to make credit union serv¬ 
ice available to every family of wage 
earners and small farmers in the 
country. But in doing this it is help¬ 
ful to keep in mind the historical de¬ 


velopment of the credit union move¬ 
ment. 

Not quite 100 years ago, in 1848, the 
term “credit union” was used in Bel¬ 
gium by Francois Haeck to describe 
his cooperative credit society. This so¬ 
ciety soon became very successful 
from an investor’s viewpoint, but 
promptly therafter lost its cooperative 
aspects. It became a rich man’s organi¬ 
zation. 

Earlier than this Robert Owen and 
the Rochdale Weavers, in England, 
and other thinkers of the Continent— 
notably Victor Huber in Germany— 
were developing many of the cooper¬ 
ative ideas which we have found fun¬ 
damental to credit union operation, 
such as “one member one vote,” “lim¬ 
ited returns on investments,” “dem¬ 
ocratic control,” “no discrimination,” 
and “membership owned and con¬ 
trolled.” 

OTm any Hie Birfhplac# 

Ironically enough from our histor¬ 
ical viewpoint, Germany is the birth¬ 
place of credit unions as we know 
them. Almost simultaneously in the 
middle 1800’s Herman Schulze-Del- 
itzsch and Frederick Raiffeisen were 
trying to do something about the age- 
old problem offered by the exploita¬ 
tions of the “have-nots” by the 
“haves.” 

Bad as are the evils of usury now, 
as we shall see, they were worse then. 
Just as they were even worse in the 
years before that. Written history is 
largely the story of the virtual and 
often the actual enslavement of those 
who had no money by those who had 
it. 

Egyptian and Babylonian manu¬ 
scripts tell of men selling their souls 
for enough to buy a little seed which 
they would laborously cultivate only 
to owe most of the harvest to the 



Frederick William Raiffeisen 

The plight of the people of Germany 
in 1850 was hardly less desperate. In 
the city and in the country they 
earned too little. The food and sup¬ 
plies they had to buy cost too much. 
They were thus the natural victim for 
the unscrupulous, soulless money 
lenders. 

In the city Schulze-Delitzsche set 
out to do something about this. In the 
country it was Raiffeisen. Schulze- 
Delitsche came first and was the more 
conservative and materialistic. 

ffindiy. Cranky Haiiieisen 

Raiffeisen has been described as a 
“kindly, cranky, half-blind, poor and 
chronically sick philanthropist.” As 
mayor of two country towns between 
1846 and 1865 he was increasingly dis¬ 
tressed by the plight of his people. His 
first cooperatives were really not co¬ 
operative, but were organizations by 
which he persuaded the rich folk of 
his communities to make seeds and 
supplies available at cost, and to pool 


funds which the poor people might 
borrow at low interest rates. One of 
his first societies provided bread and 
other food to the destitute at a time 
of famine. 

However, he soon concluded that 
the generosity of the rich could not be 
depended upon, and that self-help so¬ 
cieties must be developed. He started 
the first of these, using Schulze- 
Delitzsche’s as a model, in 1864. A 
year later he retired as mayor of Hed- 
desdorf because of his increasing 
blindness and ill-health. He was only 
forty-seven years old. 

He had nineteen years yet to live. 
These he devoted to developing 425 
local societies, and a federation of 
these societies. This federation pro¬ 
vided an advisory service, published a 
semi-monthly paper, and owned a 
library and a press, promoted the or¬ 
ganization of new societies, trained 
officials, provided insurance contracts, 
and was in general a forerunner of the 
Credit Union National Association. 

During the last half of the nine¬ 
teenth century this rural development 
in Germany served as a model for a 
similar one in Italy where it was un¬ 
der the leadership of Luigi Luzzatti 
and Leone Wollemborg, and had the 
support of the Catholic church. Here 
the form of our present operation was 
becoming crystallized- The current 
practice of requiring a small entrance 
fee was introduced. Endorsements as 
security were stressed (Luzzatti called 
it “capitalization of honesty”). A fed¬ 
eration was established. In 1913 there 
were 2,094 of these rural credit socie¬ 
ties in Italy. 

Alphonse DesJardins 

Credit unions in the United States 
are modeled after these European 
credit unions as adopted in Canada, 
but they also owe an incalcuable debt 
to the credit societies of India. 



Alphons* DesJardins 


The father of the Canadian credit 
unions was Alphonse DesJardins, a 
journalist of Quebec. He also organ¬ 
ized the first credit union in the 
United States, in the St. Marie Parish 
of Manchester, New Hampshire, in 
1909. 

He organized the first Canadian 
credit union at Levis, Quebec, in 1900 
after years of observation of, and 
concern over, the plight of his com¬ 
munity’s money borrowers. He served 
as president of the Levis credit union 
without pay from its beginning till he 
died in 1921, when its assets totalled 
over a million dollars. He also or¬ 
ganized over 150 other credit unions 
with the hejp of the Catholic clergy. 
In 1913 the Pope made him a knight 
of his church in recognition of the 
value of his service. He was known 
as the Raiffeisen of Canada. 

Massachusetts U. S. A. Pioneer 

The first general credit union legis¬ 
lation in this country was passed in 


Massachusetts in 1909 following an 
investigation by Pierre Jay, banking 
commissioner, which revealed not 
only the need for a weapon to fight 
loan sharks, but also the weapon. He 
found some half dozen companies 
whose employees "organized them¬ 
selves into savings and loan associa¬ 
tions to receive deposits from one an¬ 
other and in turn to lend them to one 
another.” He also studied the Euro¬ 
pean and Canadian cooperative credit 
movement. As a result hearings were 
held to consider the advisability of 
passing legislation recognizing and 
defining the field of credit unions. In 
the course of hearings bankers testi¬ 
fied that credit unions would not com¬ 
pete with them but supplement their 
service; Mr. DesJardins came down 
from Canada to testify; and Edward 
A Filene, millionaire Boston mer¬ 
chant, testified. 

Filene testified that while he was on 
a trip to India he had happened to 
meet W”. R. Gourlay, who was em¬ 
ployed by the British government to 
travel about Indian villages and form 
credit societies. Filene had traveled 
with him for a while and was deeply 
impressed by the soundness of the 
idea, and by the service, present and 
potential, which these societies ren¬ 
dered the desperately poor people 
they were being organized to serve. 
He brought home his enthusiasm and 
infected the legislators with it, and 
thus played a major part in getting 
the law passed. 

The Extension Bureau 

From then on his wealth and his 
driving interest was largely responsi¬ 
ble for the growth of credit unions in 
this country until his death in 1937, 
although he did not really get started 
until 1921, when he established the 
Credit Union National Extension 
Bureau, with the help of Roy F. Ber- 
gengren, whom he chose as secretary 
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of the Bureau. In the meanwhile, prior 
to 1921, three more workable state 
credit union laws had been passed and 
199 credit unions had been organized. 

The purposes of the Bureau were 
set as: 1, to get the needed enabling 
laws; 2, to organize credit unions to 
serve as examples; 3, to increase the 
' number of credit unions to the point 
where, 4, it would be possible to or¬ 
ganize self-sustaining state leagues 
and a national association of those 
leagues. To boil down to almost noth¬ 
ing a story that is long and thrilling, 
to those of us who participated in it at 
least, these four goals were achieved 
in 1934 when the constitution of the 
Credit Union National Association 
was drawn up and'signed. 

Unquestionably United States 
would be far behind their present 
growth if it were not for Edward A. 
Filene and his Extension Bureau. 
That is why we recognize a great debt 
to the Indian credit societies, which 
first inspired his interest. 

Progress Since 7 934 

Since 1934 progress has of course 
also been made in these foundation 
phases of our history. Both state and 
federal laws are constantly being im¬ 
proved. The state leagues and the Na¬ 
tional Association are constantly in¬ 
creasing the scope and effectiveness 
of their operations. "VWe have just now 
opened offices in Canada and ^Wash¬ 
ington to supplement the work of our 
head office in Madison. Thanks large¬ 
ly to the activities of the Federal 
Credit Union Section, under the lead¬ 
ership of Claude Orchard, the num¬ 
ber of credit unions in the United 
States more than doubled between 
1934 and the beginning of the war, 
when the total was 10,456. At the be¬ 
ginning of the war membership had 
reached 3,532,006 and assets totalled 
#322,515,000. 


During the War 

During the war credit union low- 
cost loans were exceptionally helpful. 
They enabled war workers to get to 
their war jobs. They contributed to 
the morale and efficiency of war 
workers and fighters by enabling their 
families to travel with them. They 
helped workers stay on the job by 
financing doctor, dentist, and hospital 
bills. 

On the other hand credit union 
thrift programs helped members save 
millions of dollars of their extra war 
earnings, and thus helped fight infla¬ 
tion. Some 2,000 credit unions sold an 
estimated 400 million dollars in war 
bonds to their members and to the 
public. In addition cred it unions them¬ 
selves invested an estimated 200 mil¬ 
lion dollars of their members’ war 
savings in war bonds. 

Government investigators have tes¬ 
tified that loan sharks hung, as they 
said, "like flies” around war plant 
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gates to exploit war workers. On pay 
days at almost any office building or 
factory you can find the loan shark 
hard on the heels of the numbers game 
operator and the racetrack bookie, or 
very likely slightly ahead of them. He 
is collecting usurious interest on a 
small loan—perhaps one dollar for the 
use of ten dollars for one week. This 


is an effective interest rate of 520 per 
cent. He discourages payments on 
principle, and in fact encourages in¬ 
crease of principle until the borrower 
is completely at his mercy and driven 
to desperation. Effective interest 
charges of more than a thousand per 
cent per year are still being made. 

Days of Slavery Still Here 

Yes, the days of economic slavery 
are still far from things of the past. 
Credit unions are still fighting on the 
frontiers of economic civilization. But 


even if small personal loans were gen¬ 
erally available to the wage earner at 
credit union rates, there would still be 
a compelling need for credit union 
service. Here are my reasons. 

One, the primary purpose of the 


credit union is to help its members 
develop regular thrift programs. The 
provision of low-cost credit is the sec¬ 
ondary purpose, important though 
that be. This can be said of no other 
agency so far as I know. Other agen¬ 
cies which handle savings only en¬ 
courage them when they can profit¬ 
ably handle them. 

Another reason, aside from their 
low-cost loan service, why credit 
unions should expand, is that they as 
a matter of policy are constantly edu¬ 
cating and informing their members 
on ways and means of making their 
money go farther; on money manage¬ 
ment. Their publicity, as well as the 
council of their treasurers and credit 
committees contribute largely, and 
will contribute increasingly, to the 
adoption of common sense buying pro¬ 
grams. By precept and example credit 
union members help each other raise 
their standards of living on any earned 
income, just as by contributing to their 
members* efficiency and contentment, 
they help their members earn greater 
incomes. 

Control 400 Million Dollars 

A fourth reason why credit unions 
are needed is that they provide one 
means of obtaining economic democ¬ 
racy. It had been truly said that we 
may not have political democracy un¬ 
less we have and only to the extent 
that we have ecomonic democracy. 
Credit unions are owned, operated 
and controlled by their members. We 
should never forget the significance in 
this regard of the fact that the money 
saved and borrowed in the credit 
union is furnished by members and is 
controlled by the members, through 
committees chosen by and from the 
members. Much of the 400 or more 
million dollars now owned and con¬ 
trolled by credit union members 
would not be so controlled if it were 
not for credit unions. 





If we bear in mind that credit unions 
have only begun to cover their field 
we n*™ see the potentials of this tool 
for economic democracy. 

Practically every economic and po¬ 
litical leader, whether on the left of 
center or the right, agrees that mo¬ 
nopolies offer democracy perhaps its 
greater danger. The monopoly of 
wealth means slavery for the mass of 
people. Credit unions are a means of 
preventing that monopoly from devel¬ 
oping. 

So we will say that the credit union 

has a four-fold program. 

One, regular thrift habits for all 
wage earners and small farmers. 

Two, convenient, confidential, low- 
cost credit. 

Three, education in the wise use of 
money. 

Four, democratic control of money. 

Extra Services Provided 

Credit unions are of course char¬ 
tered by state, provincial or federal 
government. But the credit union 
function of government is supervisory 
in nature almost entirely. As a matter 
of public policy in most cases the abil¬ 
ity of government to render advisory, 
organizational, or promotional service 

is exceedingly limited. 

Most credit union leaders agree both 
that these extra services are necessary 
to all credit unions, and that they 
should be rendered by a volunteer or¬ 
ganization of the credit unions them¬ 
selves. 

Why are these services necessary 
from the point of view of the indi¬ 
vidual credit union? Why should a 
credit union now existing want to help 
organize new credit unions? Aside 
from the humanitarian answers that 
the credit union wants to pass on 
benefits of the good thing it has found, 
there is the ever present truth that in 
numbers there lies strength. The abil¬ 
ity to provide credit union operating 


and promotional supplies at lowest 
cost; the ability to provide bonding 
and insurance services at lowest cost; 
the ability to guard against enemy 
forces most effectively; the ability tc 
draw upon the maximum pool of cred¬ 
it union experience and advice; in 
brief the ability of the individual cred¬ 
it union to obtain maximum growth 
and strength, depends upon the extent 
to which other credit unions are or¬ 
ganized and operated soundly and 
united for the common good. 

Whcrf Is It? 

Well, then given the need and the 
justification for the volunteer, organ¬ 
ized credit union movement, just what 
is that movement as it now exists? 

First there is the credit union, made 
up of a group of individuals with some 
common bond of occupation, associa¬ 
tion or residence, organized according 
to cooperative principles to provide 
the four-fold service we have already 
discussed. Then where convenient 
these are loosely organized into local 
or county chapters for exchange of 
ideas and assistance. Above this the 
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this the individual credit unions are 
more formally organized into provin¬ 
cial and state leagues, usually with a 
paid staff of at least one. 

The leagues are united into the fed¬ 
eration called the Credit Union Na¬ 
tional Association or CUN A. CUN A 
obtains for credit unions low cost 
bonding. It gives personal advice and 
assistance through a held staff as well 
as by correspondence. It publishes 
the Credit Union Bridge, a monthly 
publication dealing with credit union 
operating and promotional problems. 
It serves as a clearing house for the 
development of all phases of credit 
union action, including legislative, or¬ 
ganizational, and promotional. It also 
has two affiliate organizations. 

Its affiliate the Cuna Mutual Insur¬ 
ance Society provides loan protection 
insurance, life savings insurance, 
home protection insurance, and indi¬ 
vidual life insurance. All of these are 
specially designed for credit unions 
and their members and are provided 
at low cost. 

Its affiliate Cuna Supply Coopera¬ 
tive provides operating promotional 
supplies, also especially designed for 
credit unions in most cases at sub¬ 
stantial savings. 

Ultimately Controlled 

Like the credit unions themselves 
these organizations are all ultimately 
owned and controlled by the credit 
union members. The members elect 
their representatives to the annual 
meeting of the league. These in turn 
elect the league directors, who choose 
the managing director, decide policy 
matters, and elect delegates to the 


Let us help you save 


annual meeting of the Credit Union 
National Association. That meeting 
chooses an executive committee which 
runs the affairs of the Association 
during the year. This includes the 
selection of the managing director. In 
other words through their established 
lines of authority and under policies 
for which they are responsible, I and 
my staff work for the individual credit 
union members. They are the boss. 

Notice particularly my statement 
"for which they are responsible.’* Like 
all democratic organizations, the cre¬ 
dit union and the organizations of 
credit unions which we are discussing 
are just as strong and no stronger 
than their members make them. Po¬ 
tentially, on the drafting board, we 
might say the credit union movement 
has a great future of service. How 
much that future is realized depends 
upon how well you and I and all 
credit union workers succeed in firing 
the people with the inspiration which 
moved Robert Owen and the Roch¬ 
dale Weavers; which moved Herman 
Schulze-Delitzsche, and Frederick 
Raiffeisen, and Luigi Luzzatti, and 
Leone VC^oliemborg; which moved Al¬ 
phonse DesJardins, and Edward A. 
Filene, and Roy Bergengren and 
Claude Orchard. 

Certainly such inspiration is des¬ 
perately needed now if credit unions 
and other socially progressive move¬ 
ments are to make headway against 
the forces of evil which are obstruct¬ 
ing our climb to the ideals which are 
already so clearly in view, but still so 
far from our final reach. We have 
much to do. Let all of us people of 
good will join our forces and do it. 

and borrow wisely . 
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Co-ops spread from Nova Scotia to the Caribbean, where 

Padre Pablo Teaches Hope 

By Irene Corbally Kuhn 


T 


he Dominican Republic is be¬ 
ing marvelously transformed. 
The people there are nomi¬ 
nally Catholic, but large numbers 
of them are lax morally, due to cen¬ 
turies of poverty, exploitation and 
neglect. Now they are learning the 
way to self-respect and a better life 
because 25 years ago a young man 
in Eastern Canada saw the violence 
of communist-led strikes in Nova 
Scotia, his homeland. 

It took little then to provoke 
bloody riots. The inhuman living 
conditions of the coal miners and 
steel workers provided the tinder 
of resentment out of which the 
flames of violence flared. Angry 
men burned down company-owned 
stores, and put the torch to churches. 

The tragedy was burned into the 
young man’s brain. He joined 
wholeheartedly in the efforts of 
some rural priests to counteract the 
evils which provoked the tragedy. 
These far-seeing men started the 
Indian-named Antigonish move¬ 
ment to combat communism with 
adult education and cooperatives; 
to teach exploited people how to 
help themselves out of their pov¬ 
erty. 


It was his training in the move¬ 
ment that enabled him seven years 
ago to start the Antigonish move¬ 
ment in the Dominican Republic. 
He thus established a beachhead 
of moral strength and human dig¬ 
nity against communism. 

The 17-year-old Canadian, who 
was inspired by the work of Father 
Jimmy Tompkins and other simple 
priests, became a priest himself. He 
is Father John Harvey Steele, but 
in Ciudad Trujillo and all over the 
Republic he is known as Padre 
Pablo. 

Father Steele is a member of the 
Scarboro Foreign Mission society. 
He worked in Chekiang province 
in China from 1938 until 1945, 
when the Japanese drove him out. 
He spent the war years in Chung¬ 
king, and was army chaplain with 
General Chennault’s Flying Tigers. 

It was in China that he came 
in contact with communism again. 
“I know the communists’ methods,” 
he said. “So when I was sent to 
the Dominican Republic in 1946 it 
didn’t take me long to realize that 
these people were ripe for com¬ 
munism. 

“Talk about exploitation!” Fa- 



ther Steele said. “Why! Usury is 
almost a national occupation. It is 
illegal but it’s impossible for the 
government to control it. People 
have paid more than 1500% inter¬ 
est on a loan of $10. 

“In the Dominican Republic, 
20% of the farmers are totally il¬ 
literate; many others can barely 
read or write. They have a passive 
mentality, with few ideas and fewer 
ideals. The only way to help them 
was not to do things for them, but 
to work with them and teach them 
how to do things to help them¬ 
selves.” 

Father Steele started off experi¬ 
mentally by establishing a few 
small study groups and credit 
unions. 

“Everybody said I was crazy. 
Credit unions are based on hon¬ 
esty; and these people were not 
honest, I was told. Others said that 
the government wouldn’t permit 

the credit unions. 

“Well, they were wrong on both 
counts. I had setbacks and disap¬ 
pointments, but I never lost faith. 
While I was testing the practica¬ 
bility of the whole idea in my spare 
time in Boy a it came to me that I 
couldn’t succeed in that small vil¬ 
lage in the interior. It was too re¬ 
mote. I had to work from the out¬ 
side in, from places closer to towns 
and cities. 

“I started again in Manoguayabo, 
a small village, too, but only ten 
miles from Ciudad Trujillo, the 
capital, where the people are more 


progressive. The movement began 
to take hold in Manoguayabo, and 
in Yamasa, and Bayaguana. Those 
three original groups are still going 
strong.” 

Two years ago, when the prac¬ 
ticability of the movement was es¬ 
tablished, Father Steele began to 
give his full time to it. It was then 
that the President of the Republic 
sent for him and asked him to ex¬ 
tend the movement as quickly as 
possible to all parts of the country. 
Since then, 15 other Latin-Ameri- 
can countries have sought to send 
men to study under him the tech¬ 
niques of adult education and 
credit unions.* 

“From all indications, this is only 
the beginning of a steady stream 
of visitors from all over Latin 
America to study with us,” he said. 
“I would like nothing better, for 
I believe we need to extend our 
idea to prevent the spread of com¬ 
munism over all Latin America. It 
already has a foothold in Guate¬ 
mala; it is underground in many 
other places, ready to take over at 
the right moment. But I have no 
place for these people to live. I need 
money to build and equip a place 
to house these people.” 

The pilot plant which Father 
Steele sets up operates in simple 
fashion. He asks the parish priest 
or a bright layman in the village 
to call a meeting. Usually every 
man in the village attends. 

■Headquarters arc at Apartado 3S6, 
Ciudad Trujillo, Dominican Republic. 
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cities, the government has a real 
problem which could be ruinous 
for a country whose economy is 
80% agricultural.” 

Father Steele sympathizes with 
the young people. “They get up 
with the sun and go to bed with 
the sun,” he said. “They have little 
contact with their neighbors, no 
social life at all. This is the basic 
reason for their immorality, too, 
for the utter boredom of such a life 
drives a man to drink, and from 
that point on anything can happen. 
I want to see my embryo libraries 
grow; I want to build a real social 
life for the people; and bring in 
electricity so that they can have 
movies and dances.” 

Improvement in social life is al¬ 
most as important as the success of 
the second step in the movement 
which Father Steele now has under 
way, cooperative buying and sell- 
ing. 

The credit union of Yamasa was 
one of the first to pool its products 
for sale, and the members have re¬ 
ceived 100% more than in previous 
years for their coffee, chocolate, rice, 
and corn. 

In seven years. Father Steele has 
set up 75 groups with a total mem¬ 
bership of 15,000 men, who have 
saved $200,000 from their meager 
earnings. Twenty-five credit unions 
have been chartered to date. The 
money so far has been used only 
for loans, and usury is fading away. 
The people have had to learn sim¬ 
ple bookkeeping and computation 
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of interest, and prove by examina¬ 
tion that they can handle a credit 
union before it is chartered. 

“You would be thrilled to see 
how proud and happy people can 
become by doing things for them¬ 
selves,” Father Steele said. “At a 
meeting one night when I was 
preaching thrift, a man got up and 
said it was too -hard to save 25 <t a 
week. I agreed that it was a diffi¬ 
cult thing to do. 

“Another man asked to speak. 
He stood up and said, ‘It is diffi¬ 
cult but it is not impossible. I am 
45 years of age. I have a wife and 
seven children, and I earn $4 a 
week. 

“ ‘I put 25^ into the credit union 
every week. At the end of three 
months I have $4.75 there, and my 
kids have not eaten less. They are 
all fat and healthy. I say, God bless 
the new way of life Padre Pablo 
has brought here. How different 
things would be for me if some¬ 
body had thought of this years 
ago.’ ” 

“I congratulated the man,” Fa¬ 
ther Steele went on. “ ‘You ought 
to be a professor of economics in 
a college,’ I told him.” 

Father Steele smiled. “You know, 
they have even taken the language 
of the credit union to confession,” 
he related. " *Padre, me voy darle 
la contabilidad de mis pecados / 
they’ll say—‘Father, I want to give 
you the bookkeeping of my sins.* 

“I speak to them in their own 
language —campesino Spanish, the 



ther Steele said. “Why! Usury is 
almost a national occupation. It is 
illegal but it’s impossible for the 
government to control it. People 
have paid more than 1500% inter¬ 
est on a loan of $10. 

“In the Dominican Republic, 
20% of the farmers are totally il¬ 
literate; many others can barely 
read or write. They have a passive 
mentality, with few ideas and fewer 
ideals. The only way to help them 
was not to do things for them, but 
to work with them and teach them 
how to do things to help them¬ 
selves.” 

Father Steele started off experi¬ 
mentally by establishing a few 
small study groups and credit 
unions. 

“Everybody said I was crazy. 
Credit unions are based on hon¬ 
esty; and these people were not 
honest, I was told. Others said that 
the government wouldn’t permit 
the credit unions. 

“Well, they were wrong on both 
counts. I had setbacks and disap¬ 
pointments, but I never lost faith. 
\Vhile 1 was testing the practica¬ 
bility of the whole idea in my spare 
time in Boya it came to me that I 
couldn't succeed in that small vil¬ 
lage in the interior. It was too re- 
mote. I had to work from the out¬ 
side in, from places closer to towns 
and cities. 

“I started again in Manoguayabo, 
a small village, too, but only ten 
miles from Ciudad Trujillo, the 
capital, where the people are more 


progressive. The movement began 
to take hold in Manoguayabo, and 
in Yamasa, and Bayaguana. Those 
three original groups are still going 
strong.” 

Two years ago, when the prac¬ 
ticability of the movement was es¬ 
tablished, Father Steele began to 
give his full time to it. It was then 
that the President of the Republic 
sent for him and asked him to ex¬ 
tend the movement as quickly as 
possible to all parts of the country. 
Since then, 15 other Latin-Ameri- 
can countries have sought to send 
men to study under him the tech¬ 
niques of adult education and 
credit unions. 5 * 

“From all indications, this is only 
the beginning of a steady stream 
of visitors from all over Latin 
America to study with us,” he said. 
“I would like nothing better, for 
I believe we need to extend our 
idea to prevent the spread of com¬ 
munism over all Latin America. It 
already has a foothold in Guate¬ 
mala; it is underground in many 
other places, ready to take over at 
the right moment. But I have no 
place for these people to live. I need 
money to build and equip a place 
to house these people.” 

The pilot plant which Father 
Steele sets up operates in simple 
fashion. Fie asks the parish priest 
or a bright layman in the village 
to call a meeting. Usually every 
man in the village attends. 

* Headquarters arc at Apnrtado 3^6, 
Ciudad Trujillo, Dominican Republic. 
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“I try to shock them, for they 
are usually indifferent- So I point 
out to them the way other people 
live; I tell them they are dolts, 
dupes, dummies to live as they do; 
that people could not take advan¬ 
tage of them if they’d think for 
themselves. 

“I try to show them that money 
can be had through the develop¬ 
ment of intelligence; that there is 
a better way of living than they 
know, and that to get that better 
life they must think about what 
they can do to improve conditions 
around them. I also stress the point 
that they must all work together. 

“I have to repeat everything hun¬ 
dreds of times. Then, often, a trag¬ 
edy takes place, shocks them, and 
helps me put over my point better 
than a thousand repetitions. For 
instance, in one section, the farm¬ 
ers lost 50% of their year’s income 
from their chocolate and coffee be¬ 
cause heavy rains turned the roads 
into bogs. 

“Many Dominican farmers are 
so poor that they can’t go to mar¬ 
ket. They have no trucks, carts nor 
transport animals. The produce 
merchants come to them, and this, 
incidentally, has led to another 
dreadful kind of exploitation. The 
farmer has to take what the buyer 
offers him. He can’t bargain when 
he has perishable goods. 

“In this mud-bound chocolate 
and coffee section, the buyers’ 
trucks couldn’t get in. If the farm¬ 
ers had been able to buy a few 


pack animals or a small truck they 
could have saved themselves. I 
hammered this point home, and 
they immediately formed a credit 
union.” 

Father Steele’s second step is to 
set up study groups. These include 
20 or 30 at first, more and more 
as the word spreads and the idea 
takes hold. 

“We begin to talk about the vir¬ 
tues of thrift, and teach the people 
to save. Their mentalitv is against 

v O 

saving. We have to talk and talk, 
and point out by example how the 
little saved each week will make 
a man independent. 

“A man is expected to save $10 
a year at the rate of 25^ a week. 
In a country where the average 
farmer’s income is around $400 a 
year, that is a lot of money. Once 
the habit of saving is established, 
and they see results from it, we’re 
on our way to success. Then, when 
they are ready, we form a credit 
union. The credit union is basic.” 

Padre Pablo, so called because the 

Dominicans can’t pronounce his 

familv name and there were too 
* — 

many other Father Johns when he 
arrived there, is an excellent psy¬ 
chologist. He binds the credit- 
union savings books in bright col¬ 
ors. 

When a member deposits his 
first 25c the amount is entered in 
his pass book, stamped and ini¬ 
tialed. He is proud of the book, 
and carries it around in his shirt 
pocket for everyone to see. 


THE CATHOLIC DIGEST 


“What do these simple, childlike 
people study?” I asked Padre Pab¬ 
lo. “What holds them and brings 
them back week after week?” 

“We concentrate first on the 
techniques of running a credit 
union,” he replied. “And we keep 
hammering on the basic idea: that 
there is strength in unity. For those 
who can’t read or write we have 
simple methods of teaching the 
three R’s. We teach them better 
farming methods, something of 
home life, how to bring up their 
children better. And always we 
keep stimulating them to want a 
better life, and education for their 
children, as the means of a better 
life for them. 

“I tell them how capitalism 
works, and I explain the basic prin¬ 
ciples of free enterprise. I point out 
the evils of socialism and commu¬ 
nism. I tell them stories, to show 
how others like themselves have 
improved their lot by saving.” 

He has also introduced 15 min¬ 
utes of Catholic doctrine into the 
study groups. “I’ve been criticized 
for doing that,” he said, “but I’m 
working in all-Catholic communi¬ 
ties, and it is essential that we have 
morality among the people if we 
are going to help them build a de¬ 
cent standard of living. 

“There is a high rate of illegiti¬ 
macy. Therefore, we are trying to 
encourage proper respect for mar¬ 
riage and a stable family life. A 
man is given a year to decide if 
he will marry and live with one 


woman. If he decides against it, 
out he goes. Interestingly enough, 
after a year of study a man has 
usually absorbed enough of the 
basic elements of civilized living 
to make him want to marry.” 

Father Steele paused reflectively. 
“A priest can preach morality until 
doomsday, but if the people are 
hungry he will get nowhere. A 
man without food reverts to the 
animal. Again, after his needs at 
that level have been satisfied, you 
must appeal to his reason and give 
him incentives to substitute good 
habits for bad ones. 

“Take the case of the man I’ll 
call Juan Martinez. He had been a 
taxi driver for 25 years when I met 
him, and he was a low specimen, 
indeed. He had seven kids and they 
lived in an old broken-down shack. 
His cab was an old wreck, too. 
Now he has a seven-passenger sta¬ 
tion wagon, a decent home, three 
kids in high school. He spends two 
nights a week organizing and 
teaching two other groups of men 
the new way of life he’s discov¬ 
ered. In four years he has become 
a model citizen. 

“The farther we can extend our 
study groups the more we can en¬ 
courage local, regional, and coun¬ 
try-wide meetings,” Father Steele 
said. 

“Each group now has its social 
hall. This is a means of building 
a rural social life to keep the youth 
on the land. In the flight of the 
young men from the farms to the 
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cities, the government has a real 
problem which could be ruinous 
for a country whose economy is 
80% agricultural.” 

Father Steele sympathizes with 
the young people. “They get up 
with the sun and go to bed with 
the sun,” he said. “They have little 
contact with their neighbors, no 
social life at all. This is the basic 
reason for their immorality, too, 
for the utter boredom of such a life 
drives a man to drink, and from 
that point on anything can happen. 
I want to see my embryo libraries 
grow; I want to build a real social 
life for the people; and bring in 
electricity so that they can have 
movies and dances.” 

Improvement in social life is al¬ 
most as important as the success of 
the second step in the movement 
which Father Steele now has under 
way, cooperative buying and sell¬ 
ing- 

The credit union of Yamasa was 
one of the first to pool its products 
for sale, and the members have re¬ 
ceived 100% more than in previous 
years for their coffee, chocolate, rice, 
and corn. 

In seven years. Father Steele has 
set up 75 groups with a total mem¬ 
bership of 15,000 men, who have 
saved $200,000 from their meager 
earnings. Twenty-five credit unions 
have been chartered to date. The 
money so far has been used only 
for loans, and usury is fading away. 
The people have had to learn sim¬ 
ple bookkeeping and computation 


of interest, and prove by examina¬ 
tion that they can handle a credit 
union before it is chartered. 

“You would be thrilled to see 
how proud and happy people can 
become by doing things for them¬ 
selves,” Father Steele said. “At a 
meeting one night when I was 
preaching thrift, a man got up and 
said it was too 'hard to save 25f* a 
week. I agreed that it was a diffi¬ 
cult thing to do. 

“Another man asked to speak. 
He stood up and said, ‘It is diffi¬ 
cult but it is not impossible. I am 
45 years of age. I have a wife and 
seven children, and I earn $4 a 
week. 

“ ‘I put 25f* into the credit union 
every week. At the end of three 
months I have $4.75 there, and my 
kids have not eaten less. They are 
all fat and healthy. I say, God bless 
the new way of life Padre Pablo 
has brought here. How different 
things would be for me if some¬ 
body had thought of this years 
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“I congratulated the man,” Fa¬ 
ther Steele went on. “ ‘You ought 
to be a professor of economics in 
a college,’ I told him.” 

Father Steele smiled. “You know, 
they have even taken the language 
of the credit union to confession,” 
he related. " * Padre, me voy darle 
la contabilidad de mis pecados / 
they’ll say—‘Father, I want to give 
you the bookkeeping of my sins.* 

“I speak to them in their own 
language —cajnpesino Spanish, the 
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Spanish of the peasant and the 
lowly. It’s all I know.” 

It’s a lot. It is working wonders 
in the Dominican Republic. If Fa¬ 
ther Steele can raise $30,000 before 
autumn he can start working the 
same wonders all over Latin Amer¬ 
ica by teaching men who want to 
come and learn how he does it. His 
little pilot plant in human dignity 


can become the model not only for 
Latin America but for the back¬ 
ward areas of Asia and Africa, too, 
bringing human beings up from 
the depths to the great heights of 
man’s understanding of his rela¬ 
tionship to God. And godless com¬ 
munism will have met its master 
in men who know that God is 
within them. 



For additional information about credit unions and how 
they may be organized, without cost or obligation, write 

Credit Union National Association 

Filene House 
Madison 1, Wisconsin 

a non-profit organization supported by credit union people 
themselves, so that more people may enjoy credit union 
benefits. 
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FIJI SETS A NEW PATTERN FOR THE FUTURE 


South Pacific Islanders Adopting Self-help Credit Union Plan 



Additional information and photos on this story available upon request 


Wonderful things are happening in Fiji these days — have been ever since an 
American visitor arrived on the Islands only a few months ago. 

In villages like Laml and Kolokolevu . • • in the bustling capital city of Suva 
• • • the people are finding new hope and promise in a self-help plan he came to teach 
them# Eagerly, they*re banding together to form their own credit unions# 

And why should the century—old credit union idea have stirred up such excitement 
in Fiji . . . ? 

It f s the age-old story# Even here, where nature is so open-handed with her gifts, 
man must have money to live# Tenant fanners have to pay rent, buy lamp oil and cotton 
goods. Indians, who make up a large part of the population, have to cover expensive 

social obligations (the cost of a proper marriage or funeral ceremony runs high) • And 

• • 

the man who can*t meet his money needs has two choicest put himself in the hands of a 

high priced money lender • • • or do without. 

At least those were the alternatives until Father Marion Ganey arrived late last 

November with a third choice, the credit union plan. He helped Fijians discover what 

millions of people in other countries have already learned; that by pooling their savings 

to provide each other with low-cost loans, they could break the stranglehold of the 

money lenders — and at the same time, build for the future# 

It was familiar sort of work for the Illinois-born missionary# For years now. 

Father Ganey has been the mainspring of the credit union movement In lVitish HowUu 

(more) 



hi 


success there is the storm of opposition he has managed to arouse in the enemy camp 


Throughout the Carrihean colony, men who fattened on their neighbors 




come to cringe at the sound of his name 


One of them, feeling the pinch of a lean year 


for usury, com plaine d bitterly to church authorities, "I have looked everywhere in the 


Christian Bible and nowhere do X find the words •credit union 

The rest of British Honduras takes quite another Tlew. 


This is an imp os ter I 

® e 

Everywhere, Father Ganey• s 


credit union work has Won him the gratitude of the people and the support of government 
officials. In fact, it was Sir Ronald Garvey, former Governor-general of British 

Honduras, who was responsible for the American misoionary 1 s assignment in Fiji. 

* 

Transferred to the governorship of the South Pacific colony. Sir Ronald sent an invitation 
to his old friend . .. . Could he cone and help the credit union idea take root in Fiji? 


Father Ganey could 
he set out for Suva. 


and would. On temporary leave from British Honduras, 


The day of his arrival he began learning some of the probleme he would, be up 
and they made an impressive list. To begin with, there was the language 


against 

situation. Fiji is a mixture of 
with Hindi and Samoan as well as English'and Fijian 


ny peoples and many tongues; the streets of Suva, echo 


• • 


That meant teaching 


terial woul« 




have to be translated into as 


Secondly, there was the matter of geography. 


No matter how good 


sailor he 



turned out to be. Father Ganey knew it would take a strong constitution, and a 

• . . 

# 

travel to withstand the long series of island—hoppings ahead of hh 




Third, most' disturbing of all, was the problem of 



Under this 










custom, still practiced in many 

9 

right to ask for anything you own as an outright gift 

e 

farm equipment, your plain duty is to hand it over, for refusal would be the height of 



If he admires your fruit tree or 





Small wonder, then, that 


e—ke 


loomed as a major obstacle; it seemed to 
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But if Father Ganey faced a full quota of problems in Fiji, he also had some 

♦ 

powerful help* In addition to the backing of Governor Garvey, he came to the Islands 
with the pledged support of the Credit Union National /Vsaouiation — a non-profit 

9 

organization of cx*ed.it unions throughout the Western Hcmisphoi-e. CUNA, as it Is most 

widely known, is dedicated to promoting the credit union idea all over the world. From 

* • 

Its headquarters in Midison, Wisconsin, it had helped Father Ganey carry on his work in 
British Honduras. And when he wrote of the opportunity in Fiji, CUNA was quick to 
respond. Soon, package after package of materials wa3 maiding tho long journey from the 
American Midwest to the South Pacific — posters, charts, pamphlets, even a print of a 
credit union movie. 

With this ammunition on hand. Father Ganey began to do battle in earnest. A 
typical day on the whirlwind schedule he set himself might start with a trip to an 
outlying village. There, the headman would suinmon the menfolk by beating on a hollow 
log, and they would come and sit cross-legged on grass mats, listening solemnly to the 
American visitor explain how they could save money together and help each other with 
loans at low Interest. 

Often, he would find his arrival the occasion for a great ceremony. Before he 
spoke, he would be invited to enter the chief f s ..house, where according to Intricate 
ritual, he accepted the gift of a whale*s tooth, highest honor a Fijian can bestow. 

Ie.ter, there was usually a melee, or festival dance, commemorating his visit. 

In the afternoon, there might be talks with officials of the Colonial Sugar Company, 
largest of the Islands 1 Industries. Or with the city police force ... or the men who 
mine Fiji , s rich gold deposits. 

Evenings were usually spent whipping up enthusiasm among Suva 1 a leading citizens. 

It was a dizzying pace, but it brought results. Little more than a month after he 
arrived. Father Ganey could see the first fruits of his labor; the people of Fiji owned 
and operated two credit unions. 

A good beginning, he felt, but still not all he had hoped for. Neither of tho 

new credit unions had been formed by an all—Fijian group, and there ho saw his greatest 

(more) 



challenge* Was the credit union idea hopelessly in conflict with kere-kere or could they 
exist side by side . • • ? 

The following month, the villagers of Kolokolevu provided the answer by 
establishing the first all-Fijian credit union. Proudly they explained, "We have a custom 
here of kere—kere and we understand it. We also have the credit union, and we understand 
that too, about the loans and the repayment obligation and the interest. Being able to 
distinguish between the two, we can fulfill our obligations to each and never confuse 
them in our thinking." 

Today, Kolokolevu is one of s-ia c flourishing credit unions in Fiji. And like the 
others, it already has an impressive record of accomplishment, a record the neat black 
and white figures piling up in the account books only hint at. Behind the entry for the 
first loan, for example, is a thrilling story of triumph shared by the whole village. 

ft 

According to the record it went to help two fishermen buy their own nets, simply that. But 

# 

what the record doesn f t reveal is that those fishermen are. now free of bondage to the 

9 

9 

local shopkeeper, no longer forced to turn-over half of each day*s catch in payment for 
the use of his net. Through the credit union, they have become their own masters. More, 

* 9 

they have become symbols of the new feeling of* freedom and independence that has come to 
Kolokolevu. 

Word of this story — and others like it — has kindled sparks of enthusiasm 
throughout all of Fiji. Each day brings more and more requests for Father Ganey to come 

a 

"so that we too may share in this miracle of the credit union." Total strangers now stop 
him on the streets of Suva, anxious to discuss fine points of the plan. And when he 
speaks before a local gathering, villagers from miles around hurry to the scene ... many 

a • 

of them traveling by foot over rough back—land paths, overhung with tropical foliage. 

Summing up the reaction of the Islanders, a Fijian language paper had this to say 
recently: "In the short time Governor Garvey has held office here, he has scored two great 

accomplishments; inviting the Royal couple to visit us... and inviting Father Ganey and 
credit unions to come to Fiji." 

(Including the six organized in* Fiji — there are now 13,411 credit unions in the Western 
Hemisphere, with close to nine million members. The majority are organized among 
Industrial workers, but they also serve neighborhood groups, parishes, fraternal societies, 
farm organizations, government employees and.labor unions. Each credit union is an 
entirely separate corporation, owned and operated by its members under government charter.) 


MODEL CREDIT UNION LAW 


• • 

As approved "by the 
% • 

EXECUTIVE COMMITTEE • 

of* the 

CREDIT UNION NATIONAL ASSOCIATION, INC 

May, 1948 


• x§ 


Definition, and Purpose , A credit union is hereby defined as a cooperative 
nonprofit association, incorporated in accordance with, the provisions of 


this act for the . purpose of creating a source of credit at a fair and reasonable rate 
of interest, of encouraging habits of thrift among its members and of providing the 
opportunity for people to use and control their savings for their mutual, benefit. 


Sec. 2. Organization 


• Any 
who hi 


have a common bond, referred to in Section 


may. organize 


a credit union and become charter memhers thereof by: 


1. Executing 


they. agree 
(a) The n 


(*) 

(c) 


and 


The 

The 


in duplicate, articles.of 
e to be bound, which artic 
name, which shall include 

1 not be the same as that 

® . • 

the city or town wherein t 


9 

incorporation by the terms of which 


of any other 


edit union” and which 
existing credit union, 
redit union is to have 


par value of the shares of the 


union which may be 
credit union which 


five.(5) dollar 


(d). The names and addre 


(e) That 


,f This 
d upon 


it by 


esses of the 

A ■ • ® 

the number 
union may ex 
this Act”; 


subscribers to the Articles of 
of shares subscribed by each, and 
cercise any or all the powers con 


2 


Preparing and 


union consistent 


adopting bylaws for the general go 
nt with the provisions of this act 


of the 
cuting 


same in 


Forwarding the articles of incorporation and the bylaws, both in dupli¬ 


cate, to the Secretary of 


articles and bylaws conform 


State , who 
m with the 


% 9 

provisions of this act and notify 


a 


return a copy of the bylaws and both 


ws by 
copie s 


given to a group whose members are already 


t no such a 
eligible to 
e Advi s ory 


h 


Of approval, attached to the article 


of the articles to the 


credit union unless approved.by the Advisory Commission. 

> •' * • • . . • • > * 

• • m 

• • . * 9 * • . 

• • % • • 9 

g to the Secretary of State a charter fee of five (5) dollars 
g the articles of incorporation with the certificate of appro- 
hed thereto with the county recorder of the county wherein the 


and filing the articles of incorporation with the certificate of appro 
val attached thereto with the county'recorder of the county wherein th 
credit union is to have its principal place of business, whereupon the 
a Pplicants shall become and be a credit union, incorporated in accord¬ 
ance with the provisions of this act. 


articles to the Secretary of State. Upon receipt 
cles of incorporation and the charter fee, the Se 
within five (5) days, issue a charter and forward 


same to. such credit 



5 - No newly formed credit union shall transact any "business un-til it; shall 
have received Its charier, except that business which may he transacted 
ah hhe organization meeting hy -the members and ah hhe firsh meehing of* 
hhe Board and Commihhees following such meehing. 

In order ho simplify hhe organizahion of credih unions, hhe Secrehary 
of Shahe, upon hhe halting effech of hhis ach, shall cause ho he prepared 
a form of arhicles of incorporahion and a form of hylaws, consishenh 
wihh hhis Ach, which may he used hy credih union incorporahors for hheir 
guidance . Such arhicle s of incorporahion and hylaws shall he available 
wihhouh charge ho persons desiring ho organize a credih union. 

Sec. 3 . Amendmenhs. The arhicles of incorporahion or hhe hylaws may he amended hy 

(l) hhe favorable vohe of hhree-fourhhs of hhe members presenh 
ah any regular or special meehing, provided such number constituhes a quorum, and 
provided further hhah hhe nohice of hhe meehing conhained a copy of hhe proposed 
amendment and (2) suhmihhing hhe proposed amendment in duplicahe ho hhe Secrehary of 
Shahe who shall, if he dehermines hhah such proposed amendment conforms ho hhe pro¬ 
visions of hhis ach, rehurn one copy wihh his approval nohed hhe re on ho hhe Secrehary 
of hhe credih union wihhin hhirhy days. 

t • • * 

1 • • • * • » • 

No amendment shall become effective until approved in wrihing hy hhe Secrehary of 
Shahe for which no fee shall he charged. Amendmenhs ho hhe arhicles shall, after 
approval hy hhe Secrehary of Shahe, he filed wihh hhe County Recorder in hhe same 
manner as new arhicle s. 

Sec. 4. Reshrichion. Any person, corporahion, co-partnership, or associahion, ex- 

ceph a credih union organized under hhe provisions of hhis Ach or under hhe 
federal credih union Ach or except a cenhral organizahion of credih unions ho which 
all of hhe credih unions in hhis shahe shall he eligible and exceph chapters of 
credih unions ho which all credih unions in given areas shall he eligible, using a 
name or hihle containing hhe words "credih .union"' or any, derivahion hhereof or re¬ 
presenting -themselves, in hheir adverhising or otherwise, as conduching business as 
a credih union shall he fined no more hhan $500 or imprisoned no more -than one year 
or bohh; and may he enjoined from using such words in ihs na m e • 

Sec. 5 . Powers. A credih union shall have power (a) ho make contracts; (h) ho sue 

and he sued; (c) ho adoph and use a common seal and alter same ah pleasure; 
(d) ho purchase, hold, and dispose of properhy necessary and incidenhal ho ihs oper- 
ahion; (e) ho require hhe payments of an enhrance or membership fee of noh more hhan 
25 ^ of any applicanh elected ho membership; (f) ho receive hhe savings of ihs members 
eihher as paymenhs on shares or as deposihs, including’hhe righh ho conducts Chrishmas 
savings clubs, vacahion clubs, and ohher such "thrifts organizahions wihhin hhe member¬ 
ship; (g) ho lend ihs funds ho ihs members as hereinafher provided; (h) ho purchase 
insurance on hhe lives of* ihs members in an amount equal ho hheir respechive share, 
deposits and loan balances or any or all of hhem; (i) ho borrow from any source in an 
aggregahe amounts noh exceeding 50 # of hhe sum of ihs share and deposits account bal¬ 
ances; (j) ho invests surplus funds as hereinafher seh forhh; (k) ho make deposihs in 
nahional, savings, and shahe banks and brush companies operahing in accordance wihh 

hhe laws of hhe Unihed Shahes or hhe shahe of_; (l) ho fine members in 

accordance wihh hhe hylaws for failure ho meeh promphly hheir ohligahions ho hhe 

credih union; (m) ho have membership in a cenhral credih union and in hhe _ 

Credih Union league; (n) ho ach as hhe fiscal agenh for hhe federal government, hhe 

Shahe of_, or any of hhe sub-divisions hhereof; (o) ho declare dividends 

as here inaf her provided; (p) ho maintain educahional achivihies consishenh wihh hhe 
scope of ihs services; (q) ho Impress a lien upon hhe shares, deposihs, dividends 
and accumulahion of inheresh on deposihs of any member ho hhe exhenh of any loans 
made ho him directly or indirechly, or on which he is surety and for any dues or 
fines payable hy him; (r) ho change ihs place of business ho any ohher city or town 
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within the county on written notice to the Secretary of* State and to any other city 

or town in the State of*__by giving written notice to the Secretary of* 

State and re-filing its articles of* incorporation with the county recorder of* the 
county in .which the city or town to which removed is located; (s) to exercise such 
incidental powers as may be necessary or requisite to enable it to carry on most 
effectively its purposes. 

Sec. 6. Membership . The membership of a credit union shall be limited to and con¬ 
sist of the subscribers to the articles of incorporation and such other per¬ 
sons having the common bond set forth in the bylaws as have been duly elected members, 
have paid the entrance fee as provided in the bylaws, have subscribed for one or 
more shares, have paid the initial installment thereon, arranged for payment of the 
balance as provided by the bylaws, and have complied with such other requirements as 
the articles of incorporation or bylaws may specify. Credit union organizations shall 
be limited to groups having a common bond of occupation or association or to residents 
with a well-defined neighborhood, community, or rural district, employees of a 
common employer, or members of a bonafide fraternal, religious, cooperative, labor, 
rural, educational, or similar organization and members of the immediate family of 
such persons. Societies, associations, co-partnerships and corporations composed 
for the most part of individuals who are eligible to membership may be admitted to 
membership in the same manner and under the same conditions as individuals. 

Sec. 7. Fiscal Year . The fiscal year of all credit unions organized under their 

act shall end on the last day of_. 

Sec. 8. Meetings . The annual meeting shall be held at the time and place indica¬ 
ted in the bylaws. Special meetings may be held on call of the board of 
directors or the auditing committee, and shall be held upon the request in writing 
of 10% of the members or any twenty-five members whichever is the smaller. The 
notice of all meetings of the credit union shall be given in the manner prescribed in 
the bylaws. At all such meetings a member shall have but one vote irrespective of 
his share holdings. No member may vote by.proxy, but a society, association, co¬ 
partnership, or corporation, having membership in the credit union may be represented 
and vote by one of its members or share holders provided such person has been duly 
authorized by the governing board of said society, association, co-partnership, or 
corporation so to represent it. The members at any meeting may modify amend or re¬ 
verse any act of the board of directors or instruct it to take action not inconsis¬ 
tent with the bylaws or of this act. 

Sec. 9* Board of Directors . At the organization meeting there shall be elected a 

Board of Directors of not less than nine members to hold office for such 
terms as the bylaws provide and until successors are elected and qualify. At each 
annual meeting there shall be elected one member to fill each position vacated by 
reason of expiring terms or other causes. All election shall be written ballot 
if there is more than one nominee for each position. 

# 

Sec. lO. Officers and Committees »Within -five (5) days following the organization 

meeting and each annual meeting the directors shall elect from their own 
number a president, vice-president, treasurer and secretary, of whom the last two 
may be the same individual, and also a credit committee of not less than three (3*) 
members and an auditing committee of three (3) members. 

Within ten (lO) days after election to any position, each person so elected shall 
execute, in duplicate, an Oath of Office by which he agrees to accept, and to dili¬ 
gently and faithfully carry out, the duties and responsibility of the position to 
which he has been elected and not to negligently or willfully violate, or permit to 
be violated, any provision of this law or the bylaws of such credit union. 

Likewise, the president and secretary shall execute, also in duplicate a Certificate 
of• Election, which shall set forth the names and addresses of the officers, directors 
and committeemen elected. 
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Both the Oath of* Office and. the Certificate of Election shall be executed on forms 
prepared "by -the Secretary of Shale and one copy of each shall be filed with him with- 
in fifteen ( 15 ) days after such board meeting. 

9 

The terms of the officers and committeemen shall be one year or until their successors 

are chosen and have duly qualified. 

• • 

The president together -with the treasurer shall sign all conveyances of property. 

The secretary shall keep minutes of all meetings of the members and of the board of 
directors. The treasurer shall give bond at the expense of the credit union for the 
faithful performance of duties, shall deposit all cash -within forty-eight (48) hours 
of its receipt, and not later than the fifteenth day of each month shall post or 
cause to be posted in the office of the credit union, or, if it has no office, in a 
place readily accessible to the general membership, a financial statement as of the 
end of the preceding month. Such statement shall set forth the income and expense of 
the credit union for the fiscal year to date and a balance sheet. The fur the r duties 
of the officers shall be set forth in the bylaws, except that the treasurer shall be 
the general manager. 

• , m 

• m 

Sec. 11. Powers of the Board of Directors. The Board of Directors shall have the 

___^___ __ _ _ __ _ ___ _ ___ _ . __ 

general management of the affairs, funds, and records of the credit union 
and shall meet as often as may be necessary, but not less than once each month. It 
shall be the special duty of the Directors (a) to act upon applications for member¬ 
ship; (b) to fix the amount of surety bond which shall be required of the treasurer 
and of each other officer and employee having the custody of funds or property (c) 
to determine from time to time the rate of interest consistent with the provisions of 
this act which shall be charged on loans; (d) to declare dividends In the way and 
manner hereinafter set out; (e) to determine the interest rate which will be paid on 
deposits; (f) to limit. the number of shares which .may be owned by one member and the 
amount that one member may have in the deposit account, such limitation shall apply 
alike to all members; (g) to fill vacancies occurring between annual meetings In the 
board of directors and in the committees until the election and qualifications of 
their successors; (h) to fix from time to time the maximum amount, both secured and 
unsecured, which may be loaned to any one member; (i) to have charge of the invest¬ 
ment of surplus funds; (j) to authorize the employment of such person or persons as 
may be necessary to carry on the business of the credit union and to fix the compen¬ 
sation of such employees including the treasurer; (k) to authorize the conveyance of 
property (l) to borrow money to carry on the functions of the credit union; (m) to 
perform such, other duties as the members may from time to time require; (n) to recom¬ 
mend to the members amendments to the bylaws; (o) to suspend any or all members of 
the credit and auditing committee for failure to perform their duties; and (p) to 
perform or authorize any action consistent with this act not specifically reserved 
by the bylaws, for the members. 
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Sec. 21. Disappearance . All sums due any member whose whereabouts are unknown bo 

•the officers of* the credit union for five years or more, may, after return 
of registered letter sent to such member at last known address, be turned over to 
tbe school fund of the county wherein the credit union has its principal place of 
business. 


Sec. 22. Loans . A credit union may loan to members for a provident or productive 

purpose and upon such securities and terms as the bylaws may provide and 
the credit committee shall' approve at rates of interest not to exceed per month on 
the unpaid monthly balances, such rate to include the credit union's total income on 
a loan. Every application for loans shall be made in writing on a form which the 

credit committee . prescribes and the board of directors approve which shall state the 

• • 

purpose for which the loan is desired and the securities if any, offered. Every 
loan shall be evidenced by a written instrument. No loan shall be made to any mem¬ 
ber in excess of $ 200.00 or 10 % of the credit union's total assets, whichever is 
greater, and unless it has received the unanimous approval of the members of the 
credit committee who were present when it was considered, which number shall consti¬ 
tute at least a majority of the members of said committee, except that an applicant 
whose application has been rejected may appeal to the board of directors, who by 


generally accepted types of security, the endorsement of a note by a guarantor or 
assignment of shares or wages, in manner consistent with the laws of the State of 
_, shall be deemed security within the meaning of this act and the ade¬ 
quacy of all securities shall be within the determination of the credit committee 
subject to the provisions of this act and the bylaws. A member may receive a loan 
in fixed monthly installments or in one sum, and may pay the whole or any part of his 
loan on any day on which the office of the credit union is open for business. No 
director or committeeman may borrow from the credit union in which he holds office an 


amount in excess of the sum of his share holdings 
for borrowers from such credit union. 



, nor may he endorse 


Sec. 23. Investments . Funds not used in loans to members may be invested (l) in 

obligations or preferred stock issues of any agency or association organ¬ 
ized either as a stock company, mutual association or membership corporation, pro¬ 
vided the membership and stock holdings, as the case may be, of such agency or 
association is confined or restricted to credit unions, and. provided the purposes 
for which such agency or association is organized is designed to service or otherwise 
assist credit union operations; ( 2 ) in obligations of this state or any subdivision 
thereof (3) in obligations of the United States of America, or securities fully 
guaranteed as to principal and interest thereby; (4) in shares of a cooperative 
society organized under state or federal cooperative laws in the total amount not 
exceeding IO# of the shares, deposits and surplus of the credit union and ( 5 ) in any 
investment legal for savings banks or trust funds in this State. 

Sec. 24. Reserve Fund . At the close of each fiscal year not less than ten percent 

of the gross earnings of such year shall be set aside as a reserve fund 
until such fund is equal to ten percent of the sum of the share and deposit account 
balances. All entrance fees, fines and transfer fee shall, after payment of organ¬ 
ization expenses, be added to said fund. 


The reserve fund shall belong to the credit union and shall be used to meet losses 
except those resulting from an excess of expenses over income and shall not be dis¬ 
tributed except on dissolution of the credit union. Upon recommendation of the 
board of directors the members may, at an annual meeting, increase, or if such re¬ 
serve fund equals or exceeds ten percent of the sum of the shares and deposit bal¬ 
ances, decrease the proportion of the gross earnings to be thus set aside. Likewise 
the members may transfer part or all of the undivided earnings to the reserve fund. 
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Upon any such merger so effected, all property, property rights, and interest 
the merged credit union shall vest in the surviving credit union without deed, 
dorsement or other instrument of transfer, and. all debts, obligations and liabilities 
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under the federal act to merge with one chartered under 'tills act or to permit one 
chartered under this act to merge -with one chartered under the federal act. 

Sec. 28. Reports. Credit unions organized under this chapter shall report to the 

Credit Union Division annually on or before the first day of_on 

blanks supplied by him for that purpose. Additional reports may be required. If 
any report remains in arrears for more than five ( 5 ) days, a fine of five ( 5 ) dollars 
for each day such report remains in arrears may be levied against such offending 
credit union. Xf such report is not returned within thirty ( 30 ) days of the due 

date, the_may, after written notice to the president of such credit 

union of his intention to do so, request the Secretary of State to suspend or revoke 
the certificate of approval, take possession of the business and property of such 

credit union, and order its dissolution in accordance with Section 33 of this act. 

% • ® . • 

• • 

Sec. 29- Records . All records of a credit union incorporated under this act shall 

be kept for a period of six years from the date of making same or from the 
date of the last entry thereon. No credit union shall be required to receipt for 
payments on shares, deposits, thrift accounts, loans, or interest except by entry in 
the member* s passbook nor shall it be necessary to endorse a note showing date of 
payments.or balance due. 

Sec. 30. Audits . The credit union division shall audit or cause to be audited each 

credit union annually, except that a credit union having total assets of 
less than twenty-five thousand dollars need not be audited but once each two years. 
Each credit union and all its officers and agents are required to give to representa¬ 
tives of said division free access to all books, papers, securities, records and 
other sources of information under their control; and for the purpose of such audit 
said representatives shall have power to subpoena witnesses, administer oaths, compel 
the giving of testimony, and require the submission of documents. A report of such 
audit shall be forwarded to the president of each credit union within thirty days 
after the completion of the audit. Said report shall contain comments to the members 
relative to the management of the affairs of the credit union and also as to the gen¬ 
eral condition of its assets which shall be read to them at the next annual meeting. 
Within thirty (30) days of the receipt of such report a general meeting of the dir¬ 
ectors and committeemen shall be called to consider matters contained in the report. 

% 
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Sec. 31. Spreading False Reports « Any person, firm, corporation, or association 

which maliciously and knowingly spreads false reports about the management 
or finances of any credit union shall, upon conviction, be fined not less than $ 25-00 
nor more than $200.00. or be imprisoned for not less than thirty days nor more than 
one year, or both. 

Sec. 32. Taxation . Any credit union organized under this act or under the federal 

credit union act shall be exempt from all taxation now or hereafter im¬ 
posed by the state or any municipality within the state or any local taxing authority 
and no law which taxes corporations in any form, or the shares thereof, or the accu¬ 
mulations thereon, shall apply to any such credit union. The shares of credit unions 
shall not be subject to any stock transfer tax, either when issued or when transferred 
from one member to another. The participation by the credit union in any unemploy¬ 
ment insurance funds, or social security fund, or old age fund, shall not be deemed 
a waiver of the tax immunities hereby granted. 

Sec. 33 . Dissolution . (a) Voluntary - At any meeting, provided a copy of the notice 

was mailed to the credit union division at least ten days prior thereto, 
especially called to consider the matter, three-fourths of the entire membership may 
vote to dissolve the credit union. Any member not present at such meeting may, with¬ 
in the next twenty days vote in favor of dissolution by signing a statement in form 


approved, "by the credit union division and. such vote shall have as full force and. 
effect as if* cast at such meeting. The credit union shall -thereupon cease -to do 
business except for purposes of liquidation and. "the president, and secretary shall, 
within five days following such meeting notify the credit union division of inten¬ 
tion to liquidate and shall include a list of the names of the directors and officers 

of the credit union together with their addresses. 

• * 

(b) Involuntary - If it shall appear that any credit union is insolvent or that it 

has violated any of the provisions of- this chapter, the credit union division may, 
after hearing or giving opportunity for a hearing, order such credit union to correct 
such condition and shall grant it not less than sixty ( 60 ) days within which to com¬ 
ply and failure to do so shall afford the__ of ___ grounds 

for requesting the Secretary of State to revoke the certificate of approval and 
charter and for applying to the district court of the district in which such credit 
union is located for the appointment of a receiver to close' up the affairs of such 
credit union. 

(c) Liquidating Procedure^ - The credit union shall continue in existence for the 
purpose of discharging its debts, collecting and distributing its assets, and doing 
all acts required in order to wind up its business and may sue and be sued for the 
purpose of enforcing such debts and.obligations until its affairs are fully adjusted. 
The board of directors, or in the case of involuntary dissolution, the receivers 
shall use the assets of the credit union to pay, first, expenses incidental to liqui¬ 
dation including any surety bond they may be required to give; second, any liability 
due non-members; third, savings club accounts. Assets then remaining, if any, shall 
be distributed to the members proportionately to the savings held by each member as 
of the date dissolution was voted. 

As soon as the board or the receiver determines that all assets from which there is 
a reasonable expectancy of realization have been liquidated and distributed as set 
forth in this section, they shall execute a certificate of dissolution on a form 
prescribed by the Secretory of State and file same with the Recorder of the County 
wherein the credit union had its principal place of business, who shall, after re¬ 
cording and indexing same, forward it to the Secretary of State, whereupon such 
credit union shall be dissolved. 

I 

Sec- 3^* Administration . The _ of _shall be charged with 

administration of this act. He shall create within his department a credit 
union division. As soon as there are seventy-five credit unions chartered under this 
act he shall place an individual in charge of the division. All persons appointed to 
the division except stenographers and clerks, shall have had five or more years* 
experience as a director of a credit Union. 

Sec. 35* Advisory Commission . As soon as there are twenty-five credit unions char¬ 
tered under this act the Governor shall appoint an advisory commission of 
five persons who have had three or more years’ experience as a credit union director 
from a list submitted by credit unions operating in this state. The members of this 
commission shall serve for terms of three years each so arranged that no three expire 
during the s ame year. 

The Secretary of State, the_*_of _, nor the credit union divi¬ 

sion or any of its employees shall promulgate any rules or regulations under this 
act until the advisory commission has been consulted at a regular or special meeting. 

The members of this commission shall receive no compensation but shall be reimbursed 
for their expenses in attending meetings of the commission. 
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Sec. 36 . Validity . Tills act shall take effect immediately. All laws or parts of 

laws in conflict, with -the provisions of this act are hereby repealed -to the 

• • • • 

extend of such conflict. The invalidity of any section, or part thereof, shall not 
effect or render the remainder of • the act, invalid or inoperative. 
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WHAT ARE CREDIT UNIONS AND HOW CAN WE USE THEM? 
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Loans are made only for Good Purposes 

Character of the Borrower is the most Important Security 
All members are owners 

III. PURPOSES OF THE CREDIT UNION 

•Encourage Thrift 

What is thrift? 

Different Ways to Practice Thrift 

Provide Credit At Low Cost y and Combat Usury 

The Need for Consumer Credit 

The Cost of Consumer Credit 

Why Credit Unions Lend at Lower Cost 

IV. THE STORY OF CREDIT UNIONS 

V. HOW DOES A CREDIT UNION OPERATE? 

VI. HOW IS A CREDIT UNION ESTABLISHED? 

VII. OTHER CREDIT UNION BENEFITS 


INTRODUCTION 


CREDIT UNIONS 


PROFIT - NOT FOR CHARITY 



3VICE ! 


ft 


My rather 



we 


get him into a hospital without 


cave in. He was in pretty had 
It was midnight, and we couldn't 

4 

t flrot the credit union treasurer 


out of bed and soon had the $75 • • • After that I really started to 

bring in new members-" 


-* •* * 


A widow we know of* borrowed $2 —— just $2 — that 1 s all she would. 





union to 




over til 






* * * 


Miss S 


, a newcomer to the city with her parents and brother 


joined the credit union where she got a job 


The housing shortage gave 


the family a hard time before they found a house - When they did, it was 


Miss S 


transformed 


an old place, filled with beat-up furniture . 
the old house, remodeled the furniture, painted, papered and upholstered, 
borrowed the money for the project from the credit union. The result 

was so handsome, it was featured in the Sunday paper 1 

* * * 



A boy of 14 borrowed $80 to go to Boy Scout camp -- with his parents 
co-signing his note. Now his balance is down to $26 and he pays regularly 

on his credit union loan, out of his after-school earnings. 

* * * 

Miss H bought a fur coat with a credit union loan -- and saved 

$25 because she paid cash for it! 



Mr, J _ 1 s son had -to have an eye operation. Time was important 

■to save his sight, but Mr- J _ didn't have the train Tare to the 

distant city where the specialist was. A credit union loan made in short 
order gave him the money to save his child's sights 

* * ¥r 

These are stories — all true — oT Just a Tew credit union members — 
but they're typical oT the literally millions who share these beneTits. 
They reTlect the practical brotherhood which is "the credit union way.” 

« • - Whether it's in the saving oT money in our ordinary day-to-day 
transactions ... or the turning point in a career . • . the increase 
oT a Tamily's happiness ... or the saving oT a life ... the credit 

union is there — a vast network oT men and women working together — 

• * 

"Not Tor ProTit, Not Tor Charity — But Tor Service!" 

Now let' s take a closer look at "the Credit Union Way"... 






I . 

WHAT IS A CREDIT UNION? 

It's a group of people who pool their savings and lend to each other 
at low interest. 

These savings are in the form of shares in the credit union. Shares 
are in $5*00 units. When you save $5 in the credit union, you are 
actually buying a share in the business. When you save$1, your 
savings are applied to the purchase of a share. These shares provide 
capital from which personal loans for good purposes are made to 

members, at no more than 1$ per month on the unpaid balance. The 

% 

earnings of the credit union are returned to the members in the form 

% 

of dividends on shares. These dividends average three to four percent 
per annum. Credit unions operate under law, and are closely 
supervised by government. 



BASIC PRINCIPLES OF THE CREDIT UNION 


A. CREDIT UNIONS ARE DEMOCRATIC 

Credit, unions are run for -the members, and entirely by -the members. 
They are organizations of people, not dollars. Each member has one 
vote, and only one vote, regardless of the amount of shares he holds 
Each year at the annual meeting the membership elects a Board of 
Directors and Committeemen to run the credit union. 

B. MEMBERS OF A CREDIT UNION MUST HAVE A COMMON BOND OF ASSOCIATION 

1. They may all work together - 

They may work In the same industrial plant: 


They may be city, state or federal government employees: 

They may work in store s: 

They may be communication or transportation employees: 

2. They may belong to the same church: 

3* They may belong to the same club oi' lodge: 


9 

4. They may live in -the- same community 5 

5. They may he members of* *the same consumer* s cooperative: 

6. They may belong to the same professions 

% 

7. They may be members of a rural groups 

8. They may be members of the same labor unions 

C. LOANS ARE MADE ONLY FOR GOOD REASONS 

■ — ■—» ■ ■ ■ ' — 1 — »— ■■■ ■ f ■ ■■ 1 «■ — ~ 

The credit union lends money to members only for "provident and productive 
purposes"; only when the loan will, in its Judgment, be for the benefit 
of the member - 

The credit union can Judge loan applications on this basis because it is 
not in business to make money. 

Here are some common purposes for credit union loans; 

medical and dental bills paying off old debts 

vacations automobiles 

household appliances home improvements and repairs 

education taxes 



D. r PffE! CHARACTER OF THE BORROWER IS THE MOST IMPORTANT - SECURITY FOR THE LOAN 

A 

Regardless of any oilier security pledged Tor a loan, credit unions consider 
the character of the member as the most important. 

Often the man who has the most need for credit has no property to pledge 
for it ^ He can only get ahead if someone is willing to trust him. Many 
credit union members got their first start toward acquiring property 
through the credit union which extended credit to them when no one else 
would. 

This faith of the credit union in the integrity and honesty of the average 
man is Justified: credit unions have extremely small losses. (According 
to the Bureau of Federal Credit Unions, losses since organization of all 
Federal Credit Unions amount to only fourteen hundredths of one percent l ) 


E. ALL MEMBERS ARE OWNERS 


Only members are 


; no 


PURPOSES OF THE CREDIT UNION 


A. CREDIT UNIONS ENCOURAGE THRIFT 

Credit, unions encourage thrift through *a continuous educational campaign 
on what thrift is, and how to practice it. In this way they have helped 
credit union members accumulate more than $2,300,000,000 in savings ! 

What is thrift ? Of course regular saving is the heart of thrift, but it 1 s 
not the whole story I 

Before you can be really thrifty, you 1 ve got to realize that the saving 
of money is not an end in itself; that money is a tool — a medium of 

exchange, and that it's only as valuable as the use we make of it. 

0 

For instance: 



Intelligent buyiner so as to 


t the most for vour money is thrift I 



Betty H_ goes to a dress sale. She looks at more 

than the price tag, though. She asks questions, reads 
labels. Is it fast color? Preshrunk? Are the seams 
well sewn — or will they pull out? Is it the style of 
dress I need? Will it go with the accessories I now 
have? Only when it passes these tests is it a bargain, 
and only then does Betty buy it. She f s thrifty! 


2. Budgeting to eniov a .higher standard of living on one 1 s income is thrift 


Example: The Becket family always ran out of money before payday, 

and could never save a cent. Mary Becket loved to cook, 
and to have friends in to dinner, and Joe Becket liked 
to play golf, but the Beckets felt they couldn't afford 
these pleasures. One day Joe picked up a bulletin on how 
to budget put out by the educational committee of his credit 
union. The Beckets started planning ahead, and cut out 
buying on impulse things they didn't really need or want. 

Now they entertain regularly, and Joe has joined a golf 
club where he and his wife have met lots of congenial 
people. Their budget has given them a higher standard 
of living! That's thrift! 


0 

Borrowing from the credit union for good purposes is thrift 


Mrs. Jon 
to get o 
to buy i 
from her 


Jones needed a new refrigerator 


She had a chance 


one at a real saving, if she had the ready money 
it while a local sale was going on. She borrowed 
r credit union, and bought the refrigerator at the 


$50 


The 


Gleasons bought 
home . The store 
ee" but did offe 


$600 worth of furniture for their 


no 


$35-10 — they made 
being thriftyI 


r a 10% disc 
edit union, 

- on this loa 
a net saving 


ount for cash. The Gleasons 
paid $540 cash for their 
n for one year came to 
of $24.90i That•s 


The Thurmans borrowed from their credit union to fix up 
their spare bedroom. They now rent this room and the 
income helps to pay off the mortgage . That * s real thri: 


They now rent 
off the mortgage 


thrift! 


Ellen Murphy 
tuition for a 


union to pay 
took at night 


had several promotions since, and is-doing more interesting 
work, at higher pay, and long ago paid off that loan. 


4. Planned saving to attain definite goals, and for future security, is 


Bill Servian has always wanted to take 


been sa 
for two 
not nos 


saving a 


years, and next summer, he 


postponing his dreams any longer -- 


e a trip 
ay in his 
going to 
- - that * s 


credit union 
urope ! Bill 1 s 
thrifty, too! 


Harry Downer hadn’t saved anj 
Then an emergency came along. 


save a little too. 


says that he 
union. He s 


anything for a number of 


1 years, 
at his credit 
month, he f d 


the habit 
down pay 


wouldn 8 1 have a ho: 
ill saves out of e 
curity that having 


on 

•t 


give s him. 
thrift is the wi 


shares in his credit 


a home . He 
for the credit 
enjoys the 
edit union 


se management of one * s resources, 


it * s a 


of cash so many call thrift 


True thrift is a Joyous, creative experience 


Each day more credit union 


that come with the masterly control of one’s finances to achieve a happier. 









pe ople "to b 





■their 


sound thrift habits. 





B. CREDIT UNIONS PROVIDE CREDIT AT LOW 


AND COMBAT USURY 




Credit is "basic in our economy 
have lived on credit;. 


Industry and commerce depend 


-to 

-to 

to 









too . 








finance new developments and services 
Keep current operations running smoothly 


the economy running 
to provide necessary service 



Did you ever stop to think that when the government issues bonds, it is 


borrowing from the citizens? 


and that when you buy government bonds 


yoiL're lending money to your government at interest? Most of us have 

bought both Savings and War Bonds, and we’re all familiar with the bond 

* • 

issues of cities and counties to finance schools, hospitals, roads. 





to borrow 


to 


take investments of long term value, to meet emergencies, and to take ad 



of opportunities as 







did. Why? 


All of us make 
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Men used -to 

homes 




the ir own 
Today we 



"borrow" labor from 

used "bo raise 
, e-tc. They 
better homes, food 






uch of -their own 


build 

food, build. 






















money, 
ne o Of 
-to n 


Instead of borrowing labor to build our houses, 
hire experts to build them. 






course income represents our labor, but money 


we borrow 
out of 
is needed 

We have more labor saving devices and it takes credit to buy most of thei 








In the old days" a housewife bought a washtub 

liars. Each week she spent many hours 
filling and emptying washtubs, scrubbing clothes, 

m by hand. Today she can get a washing 


a washboard 
at hard work. 






do the work for her 





achine to 
than a 






- Most 
credit to 
by hand 


But a 

Few people have the ready cash to 
people would agree that'it 9 s more 
buy a washer right away, than it 
for a year or more until one has saved the money 



on a 
to 

to do the 



to pay cash for the machine 


We have better 



than 



but 




for it than ever before 


Often credit is needed to spread medical 


expenses over a longer period of time 



ft 


In the old days" it cost very ‘little to have a baby 


But 




LOS 



home, many without a 

was high ; 






mothers get regular medical care before the baby comes, and 
the child is most often born in a modern hospital, and 
delivered by a doctor - As a. result infant mortality is low, 
and getting lower all the time, 
childbirth. But this better n 
Many families have to borrow t 
bills that come with a new baby. 


Very few mothers die in 



pay the hospital and doctor 


It's no disgrace to borrow l The proper use of credit is good -- only 


it * s abuse is wrong. A good credit ra.ting is one of your most valuable assets 



there is a. crying need for low cost, consumer credit 


Since so many of the things we need and use in everyday life have to be 


bought on ere 


dit, it *s very important 


consum- 


low cost 


Tf people pay excessive charges for credit, money they need for 


a decent standard of living is 


•'! 


"-n" 



ley see no 


nefit from it 


Credit unions meet this need for lov cost consumer credit- 



Few people know vhat interest they pay in any transaction 
stress or when people need, money in a hurry, they are 
that they don't ask what it is costing them. 


Xn times of* 
glad to get it 


"How much down and how 


much a month?" is 





all that most people ask when they make a time payment 

# 

They might be appalled, to find out what Interest rate they 
in some cases. (Few clerks can tell you what interest is charged 


on merchandise 



selling on the installment plan.) 


Many 


times it's difficult to know what it's actually costing you for the 


use of money 


Here are some reasons why: 


Discount interests 


Interest quoted as "6# discounted" on &LOO means 
the interest is deducted before you get the money 


so you 


actually have the use of $9**> hut you pa 


-r 




interest on $100. 

There's nothing wrong with 


itself, hut it often conceals 




pay 









To find out what you are paying under any level payment 


plan 


Lultiply the amount of the payment by the 



of payments to he made 


, or in 




Deduct the cash price, if it's 


of a loan, the amount 




Here * s how -the charges looked. for a $100 loan when 
itemized by a lending agency which advertised a 6$ 



On -this $100 loan (of* which the borrower got only $9^ cash) the total 
charge of* $1*4- was at the rate of a little over 26 $ per annum in simple 







fee s , or 



charges. You pay interest only on 


the amount still due 


On\ a loan, of $100 for one year, the total cost 



$6.50. Many credit 




, -without charge, insurance which 


Credit unions can make loans at lower interest than other agencies 
because: 

a. They are not in business for profit * 

b. They have low expenses — often space and lights, heat, etc., are 

e 

provided by the sponsor, i.e., the company whose employees have 
a credit union* 

c. They are run by volunteers . Members of the board of directors and 
committeemen serve without payj with the exception of the treasurer 
who may be paid, for the main burden of work falls on him* 

d* The bond of membership means that the credit union knows its 

members, so investigation fees are unnecessary, and collection 
costs are insignificant* 

Credit unions' lower interest rates save members money, and thus give 
them more money to use for other things* It is estimated that members 
made savings of over $100,000,00X3 in interest last year alone 1 

Credit unions save the general public money, too . Through the years 
the example and competition of credit unions has caused a real drop in 
interest rates on small loans. That means that every borrower * • • 
even those not members of credit unions • • • made a saving on interest 
last year, thanks to credit unions. 
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IV 

THE STORY OF CREDIT UNIONS. 

• • 

How many people share these credit union benefits? 

• • 

Today, in the T/estern Hemisphere alone, there are 9,000,000 people 
using 18,600 credit unions to meet their needs Tor small loans 
in an honest, low cost way, throughout Canada, the United States, 
Hawaii, AlasJca, the Canal Zone, Puerto Rico, Jamaica, Trinidad, 

British Guiana, the Dominican Republic and the far away Philippines* 

India has no less than 50,000 cooperative credit societies l Japan had 
17,000 credit unions before the last war* China, too, has thousands. 
In Europe, where the credit union idea was born, and flourished before 
World War I, credit unions are reported to be regaining ground. 

*Here in the _ ; _ , there are __ _ 

(state or province) (number) 

credit unions with ___ members. 

(number) 



It*s a thrilling story . • • 


WILLIAM HENRY RAIFFEISEN 

It is to William Henry Raiffeisen, Mayor of a little German town over 
100 years ago, that we owe the credit union idea. Others be fore him had 

i 

experimented with cooperative credit plans, but he set up the ideals of 

♦ 

practical brotherhood which we know today in the credit union movement. 



was working in rural areas, a yoiurtg lawyer 


hy 


the- n:w?ie 


-Delitzsch was 




cities 


on a 


credit union plan 


businessmen. 


While Raif 


20 


Picture -the conditions in Germany lOO years ago. Xt was a -time of* what 
we now call, "depression. ” The cities were crowded with, unemployed.. Men 
who before had. been able to earn their bread, with honest toil were 
reduced to begging, destitution, and actual starvation. To make matters 
worse, a drought struck, and ruined two years* crops. Xn a desperate 
effort to keep their families together and continue living these people 
had gotten themselves hopelessly in debt to usurious money lenders. 

9 

Raiffeisen, as Mayor of the country town of Flammersfeld was desperate 
for a way to save his people from starvation. We are told that in his 
barren district of Westervald, the usual meal that year was sauerkraut 
and a cup of chicory brew. The hits of dried-out land, and the few 
half-starved animals the farmers had were most often forfeited to the 
money-lenders. They were in hock up to their ears, and the high interest 
charges, together with the bad times, left them no way out. Raiffeisen 
appealed to the well-to-do of the community for financial help, but 
charity was merely a stop-gap. 

Raiffeisen pondered the problem for a long time and decided the only 
way was for the people to help themselves . So he set up his first 
credit union. His main idea was that only people who belonged to the 
credit union could borrow from it, that loans would be made only for 
provident and productive purposes, at low interest, and third.* that a 
man's character was the most important security for his loan. He insisted 
that all the peop3.e in the credit union have a common bond of interest 

to hold them together . . . and the credit unions still operate on these 

% 

principles today- 
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Needless -to say, -this first credit union was a real success - and- 
Raiffeisen even though he was sick, and half blind, worked night and - 
day for the rest of his life to spread the idea. 

0 

He traveled all over the country, talking with whomever he met about his - 

% 

• • 

new idem —— in country inns, in the homes of the villagers, along the 

streets, with farmers in their fields. He shared the meager meals of 
the people, slept in hard beds, sacrificed his career, passed up 
financial gain, and permanently ruined what little health he had left 

_ co spread the credit union idea. His name became a household word 

— throughout Germany he was known as "Father Raiffeisen”. . . and be¬ 
fore he died he had organized 425 credit unions! Others carried on 

his work and before the first world war, there were thousands of 

Raiffeisen banks flourishing in Germany. 

IN ITALY 

Later in the century, Italy took up the credit union idea. Loan sharks 
flourished in Italy, often charging 1,000% (sic) interest! A man by 
the name of Luzzati heard of the German Credit Societies and went to 
Germany to study them. He came home and set up his first credit union 

in Milan. With a capital of $1^0 ($20 of it put up by himself) Luzzatti 

• • 

set up business at a desk out on the sidewalk, despite the derision of 

his rich friends. Today this same People’s Bank of Milan Is one of the 

largest moneyed institutions in Italy, and has served as a model for 
hundred of other people's banks. These institutions operated mainly in 
cities. A man by the name of Wollemborg brought the credit union Idea 
to the farmers of Italy. Like the Raiffeisen Societies in Germany, 
these Italian counterparts had a tremendous effect on every facet of the 
people's lives, bettering their social, and moral as well as economic 


condition. 


CREDIT.UNIONS -COME TO NORTH AMERICA 


Credit unions first came to the new world by way of Canada. A Montreal 
legislative reporter by the name of Alphonse DesJardins became interested 
In cooperative credit In the late 1800*s. As in Europe, money was lent 
In Montreal at exhorbitant rates. The exposure of this usury aroused 
DesJardins’ interest. For years he studied European credit union plans, 
and finally, in 1900 felt he was ready to begin his own experiment. 

DesJardins organized the first credit union in Canada at Levis, Quebec . 

It was a very modest beginning — as he himself described it : "The first 
Installment paid was a dime and the total of the first collection amounted 
to 026." Today this same credit \mlon has assets of over a million dollars, 
. . . and there are now 3,600 credit unions in Canada I 

DesJardins had adapted the credit union Idea perfected In Italy to 
American conditions, and thus set the pattern for credit union organization 
in tile New Nor Id. 



To DesJardins also goes the credit for organizing the first credit union in 
the United States : The Ste. Marie Parish Credit Union In Manchester, New 
Hampshire in 1909. 


T:0.\ :r r d A v -■ il ene 


A prominent Poston merchant by the name of Edward 


A 


Filene became interested 


in coeuerati ve credit while on a trip to India, where he was deeply impressed 


what a rrrent boon it was to the 


* 


oor of India. 


with 


He saw how well It worked 


in Europe, too, and cam© home sold on -the idea. Prom that time •til 

his death Edward A. Filene was a leader in the credit union movement 

in the United States, and spent considerable sums from his personal 

Fortune to advance the idea. In 1921 he set up a bureau to 

get credit union laws enacted; 
organize credit unions; 

work For the establishment oF state leagues oF credit unions? 
set up a permanent national association oF credit unions* 

By 1934, In only 13 years, the bureau had turned a noble dream Into a 

great reality: a nation-wide credit union movement with well over 3*000 

credit unions and 759,000 members. 

CUNA IS BORN 

In 1934 credit union leaders From all over the country got together at 
Estes Park, Colorado, and established the CREDIT UNION NATIONAL ASSOCIATION 
— CUNA For short. 

Today 58 leagues In the United States and the Provinces oF Canada are 
banded together in this non-proFit organization which Is dedicated to 
the advancement oF credit unions* 

These eFForts paid oFF: special laws providing For the organization and 
operation oF credit unions have been passed by the Congress oF the United 
States, 45 oF the United States and all the provinces oF Canada. 

_CREDIT UNION LEAGUE 

The _Credit Union League, an association oF credit 

unions operating in _, works to extend credit union 

(state or province) 

service to more people and to help _ credit unions do 

- (state or province) 

a better job. As a non—proFIt association operating in the public interest, 
it is always ready and eager te give inFonnation and help on matters 
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HOW DOES THE CREDIT UNION OPERATE? 


We know what a credit union Is; that it's a group of* people who pool 
their savings and lend to each other at low cost, but Just how does 


it work? How Is It managed? 


Here is the way It works: 

♦ 

The members elect a Board of Directors of not less than five me^rs 









They also elect a Credit 






a President, 









s offices 















union, set Its 



rate (never 




balance ) 






They meet monthly. 





supervises 



loans to 





f I 



offered, and any other data required, 
ly, as often as necessary, to approve 






i/i 







an eye on the operations of the credit 


union. 




the credit union at least quarterly (including an audit of the books) 




Most, of the members come "to the Treasurer 


with 



finaneial 



and he usually transmits loan 








On him falls most of the work. 



paid for his credit union work. 


although other 







services - 


The 




and information on thrift. 









They may utilize all forms of publicity and contact to do this 



II 



union way. 


Members 





to use the 







iff 



II 




If 



without any obligation, and with the 


y i 

• % 

HOW IS A CREDIT UNION ESTABLISHED? 

Credit unions may be organized under(state) (provincial) or Federal 

Hie group desiring -to form a credit; union must; have a common bond of* 

% 

membership and should have at least; 50 persons in the group. 

Seven or more persons from the group are required -to sign the 
application for a credit union charter . 

Proposed By-Laws must be submitted along with the application for a 

charter. (Model By-Laws are available from the _ 

Credit Union League, and they are In general use. ) 



HAND IN HAND 


Credit unions and banks work band in band, eacb serving definite needs 
Tbis working partnership benefits botb of them, and the general public 


Because credit unions are close at band and urge "savings every payday 


no 


matter bow small the units, many people who otherwise would not save 


at all, form the habit of thrift. 

The banks are glad to have credit unions handle these deposits 


actually they lose money on small accounts 


According to Maurice G. Sparling 


Superintendent of Banks of California 


Each $100 savings account represents 


a loss of close to $3 a year and an 

represents a profit to the bank." 

• • 

Credit Unions is $170. ) 


account must exceed $200 before it 
(Average savings account in Federal 


law requires that these credit union savings — which total over a 


billion dollars - be deposited in bank accounts 


As the Wall Street 


Journal state 


to $20,000 or more 


for moderate sized credit unions this may amount 
In this way banks obtain wholesale amounts of working 


cash without the cost of handling small deposits welcomed by credit unions 


In the same way, credit unions fill a special small loan need. Without them, 
thousands of people would have to go without credit or borrow at exhorbitant 

. rvF+~r» -Frwt! illegal lenders. Banks cannot afford to ha n dl e much of 


Lsiness: a typical bank estimates that no loan under $300 
But the average credit union loan last year was $299 7 an 
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close bond of membership which 
fees. 


saves them invest!gabion and collection 


Most banks recognize the value of* their practical working arrangement 
with credit unions. In fact, employees of* banks have their ovm credit 
unions — with hearty approval of* their employers. As bank president 
William M. White of Pueblo, Colorado, says, “There is a place for both 

9 

banks and credit unions, and both are serving the public well in their 
own fields • M 


CREDIT UNIONS FIGHT INFLATION 

• % 

Credit unions are an important hedge against inflation. Their primary 
purpose is the encouragement of thrift: “regular saving” is their 
watchword, and as a result their members have over a billion dollars 
in credit union savings. But most important, loans are made only for 

provident and productive purposes. This principle has been a fundamental 

% 

9 

part of credit union philosophy ever since the first credit union was 
organized over 100 years ago. Today, as always, credit unions are 
helping people meet their sound credit needs, while they effectively 

• 4 

discourage irresponsible, inflationary borrowing and spending. 


CREDIT UNIONS MEAN BETTER EMPLOYEE RELATIONS 

* 

Forward looking businessmen appreciate the importance of credit unions 
in good employee relations. That f s why the majority of the 18,600 
credit unions serving 9,000,000 members are to be found in the factories, 
offices, shops and stores of North America, where (almost without exception) 


hey receive the full cooperation and encouragement of management. 





Because the credit union helps maintain a more efficient and reliable 


__acor force 


. . It relieves employees of fina 



worries . 


and 



sties s now tk 


a wo 


rher who is worried about money is less efficient. 



union, where they can get a loan without loss of* 





on charity, or favors 


At the same 


time the credit union saves the employer the bother 
advances, loans and credit reference 
plague of garnishments, and. the embarrassment and resentment they 








Employees enjoy a higher standard of living on their wages because the 


credit union saves the] 




oney on loans. 




m sound m 


Lent and encourages regular saving 


They are better fed 









it is their organization and they run it • 







What 1 s 


credit union builds the morals and pride of employees because 


of your community's life 


citizens, who are social as well 


For instances credit union members can solve their own 


instead of 



on 



HOW CREDIT UNIONS BENEFIT THE COMMUNITY 

Just as a pebble dropped into a pool moves the water in 
circles. the credit union reaches into and invigorates every aspect 


How? Because the credit union builds better 


financial assets to the community 





home and community 




LS 


others. They learn to budget, to spend wisely and 


the future, instead of living' from payday to payday without 

As -the credit union helps them to independence and 

security, their self respect grows, and they take renewed pride in job. 




Credit union members are healthier, happier citizens of your town 


They 


and dental care Tor* themselves and their families. Their mental 


health is better too 


many a family has been kept together, and many 


a nervous breakdown averted by the aid and counsel* of the credit 
union in solving worrisome financial problems. It*s plain to see 
that there would be a much greater drain on the resources of the 
welfare agencies if it were not for the credit unions in your 
community that help members work out their own difficulties. 


The credit union is good for your community in other down—to—earth 
dollars and cents ways, too 2 

Low interest credit union loans make it possible for members to pay 
cash when they buy, avoiding high carrying charges. The interest 
they save is that much more they have to spend for a fuller and a 




In financial hardship the credit union is always on the spot to help 
its members: they can borrow to pay bills on time — the grocer, the 
milkman and doctor are paid promptly and they in turn can pay their 


bills and so the benefits spread. 

Improved nronertv 

Many credit union members have bought homes of their own, thanks to 
credit union savings, and many more have been able to repair, paint 
and improve their homes with money borrowed or saved through their 
credit unions. Again —the entire community profits from this increase 

in property value. There are 17,750 credit unions in North America. 

• * 

Each one, like a pebble falling into a pool, is setting In motion such 
widening circles of good for its community. 
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CREDIT UNIONS AND DEMOCRACY 

Credit unions are democracy in action -- an outstanding example of what 

% 

free and independent people can do when they work together. 

Credit unions huild self confidence, independence, responsibility, 

® ® 

leadership and respect for the rights of others — qualities we need 

to preserve our way of life. They help the individual to stand on his 

% 

own two feet, to face up to his problems and solve them. 

0 

0 

Millions of credit union members, united to provide for their own 
economic security, are a sure safeguard of democracy. They want no part 

0 

0 

0 

of totalitarianism because day after day they are enjoying the fruits of 
democratic action through their credit unions. 

CREDIT UNIONS AND WORLD PEACE 

Credit union people feela deep obligation to share the benefits they 
enjoy with their fellowmen throughout the wordl. They are deeply 
convinced that, through the credit union idea, men can learn to work 
together to solve their problems in a democratic way, and thus find 
the key to mutual understanding and world peace. 

The end. 
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What, Are Credit: 




How Can We Use Them? 



LEARNING ACTIVITIES 











you 

are not 
teachers would prefer to 
with other subjects 





room projects 
ne time 
















basic unit 
a, but th 



union 



poster in 
union skit 





pupils 
in 




which will help 

basic skills. 
it is hoped that 











a credit 
ath class, put on 


in English or dramatics class• 


1 


2 


3 


Credit union literature for classroom use is available from your 
state or provincial credit union league, or from the Credit Union 
National Association. 

Figure interest on a loan of $100 for 12 months, with. interest at 1^ 
per month on the unpaid balance- Figure true interest on a discounted 



What is a level payment? Explain how interest is computed and level 









Point out 


how level payments can hide interest charges. 



What 


are they? Where do they come from, and how are they 



4 


5 




Set up credit union books 






1 



accounts through a year’s transactions, involving savings and loans 




of all credit unions in your community from your state or 

Classify 




to 

retail, etc 


credit union league. 
of group they serve-indust 
Which group has the most 






, church, 

unions? 


a, 



6 


Hold a panel discussion in 



union. 

public 




?.r f 


official, credit 


the class room on 
parts of different 
ion treasurer, businessman 




ask, and ma 




type 
the 
of the 







ft 


experts 


s the 

comments he would make 
” on the 










portraying would 

class to 



7 


Make posters showing types of cr 
would borrow from a credit union 



8 


Make a cla ss scrap book cn ere 
of stove s, 




unions , Clip fro 





refrigerators, 
which credit union members 


home repairs, 
t/ould save or bor 


s pictures 
- anything for 


9 


lO 


Make a poster showing reasons for saving in credit unions 

a historiral credit union poster* 



What Are Credit Unions and How Can We Use Them? 
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LEARNING ACTIVITIES - PAGE 2 



Union Day on your school "bulletin board. 



Make a chart showing 

s . 






between individual credit unions, 
Credit Union National Association. 


13. Make a display of credit union literature 





ft 


Man's Prayer" or "Credit for the Millions" and make an oral 
book report to the 


class . 


15 


16 


IT 


based on 

n. 


the dramatic history of credit unions, 




Write and act out a play 
perhaps built around Raiffeise 

Write and act out a skit in which family problems are solved through 
the credit union. 

Find out interest rates on savings in "banks, savings and loan institutions, 
postal savings, etc., and compare with what local credit union dividends 


18 


19 


Make maps showing the spread of credit unions in North America. 

Make a chronological table of important credit union dates 
significant facts in history that took place during those 


20 . 


Get time payment co ntracts 

any s 



from merchants; 
tions not 


them carefully, and have 
Find the 



delinquency, payments 
with credit union in 


terest 


Are there any extra fees for investigation, insurance 


? Compare finance costs 


1 





Write a short story in which a credit union helps one of the characters 
get more happiness out of life. 

Visit credit union office . Contact your credit union league for a list 
in each locality. 

Have a mock credit committee meeting in the classroom. 


( 


Each student should 


prepare applications for loans to present to the committee 


a list of criteria the credit committee uses in deciding on loans.) 


2.k 


Clip ads from papers for loans or installment purchases and analyze costs 
Compare with credit union costs. 




actual finane 


- what are they? Tell how ’they mask true cost, 
e" cost from level payment ads clip.ped from newspaper 


Fi 

s . 


Have a credit union league representative visit class and tell how credit 


unions are organize d by acting it out in c 

? "anufaefuring Company employee me 


(Freten 


; 2^5 i S 


eting. 


) 
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APPRECIATIONS WHICH CAN BE FOSTERED BY THIS UNIT 







Increased, understanding of what -thrift, 
practice it. 




and. how to 





Importance of saving. 

% 


Increased awa 
of a person's 



how finer 



IIIJI 


unity. 



sound family finances to the 







how pr 
In the 





credit union. 


apply to 



12. Appreciation of the pleasure that comes 

others. 




voluntary service to 


* * * 
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ORGANIZATION OF 



CREDIT UNION 


Membership in a c 
Board of Directors 
of n 

at annual 
borrow from "the credit union. 



MEMBERS 

redit union is li 
from among 
in the 





ited to 

who 
of the 









elected by the 
included in the field 
union. Each member 
. Only members may 



Me 

over the 
from Boa 





credit union's activitie 
rd of Directors, 


committeemen; exerc 

s; and 
. and 


ise democratic control 









SUPERVISORY 

COMMITTEE 


Examines i 
of the credit 
union and 
its books 


ffairs 



BOARD OF DIRECTORS 

Directs activities of 
credit union according 
to law. Elects admin- 




CREDIT COMMITTEE 

Passes on members 
applications for 

. Outlines 
the plans for re¬ 
payment of loans• 


EDUCATIONAL COMMITTEE 
Develops and presents programs 
to extend members' knowledge 
credit, thrift^ and related 
jects . (May be appointed by Board.). 


of 
sub 


VICE 

PRESIDENT 

Ac ts in the 
president's 


disability 



• • . % •-Z—| 

• 

PRESIDENT 

1 

a 

TREASURER 


CLERK OR 






SECRETARY 




As general 




Presides at 




Keeps minutes 


meetings of 


credit union. 


of meetings of 


Board and 


has charge of 


Board and of 


of members. 


assets, keeps 


members.(This 


Presents 

1 

books, and 


office may be 


annual report 

0 

# 

• 

prepares the 


combined with 


of Board 


financial and 


that of 


to members. 

i 

statistical 


Treasurer.) 




reports.(This 






may be a sal¬ 



. J 

1 


aried office.) 

J_ J 


MPLOYLE 


Humber and duties 



ACMIC 

CIA 

COM 


AIRGRAM 





AUTHORIZING OFFICER.*' 

ark S- Grecorv- 




THER CLEARA 


SECURITY CLASSIFICATION 

uncilass irmn 


ICA AND OTHER CLEARANCES 


Original 

Naylor 


surnamec5 by Ivan Johnson 
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of Tour Report 
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i t and Coooc ra t i vo 
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1* Introduction 


I arrived in Iran 

Carcr.sun i ty Dove 1 ojxnen t D1 v i 
Section headed by ' r• John 
Arc,; r i can Cosmn 5 ty l eve ‘ 
East foundation, I was 
A t i nu s 1 5 19 54 *. 


Anqust 1, 1954, one 
1on Headquartors was 
McCau ley« As one or 
nt Specialists rear 

to this section 







os the units in 
the Cooperat1ve 
the thirty-one 
ite J oy the uea' 
the latter oart 


the 



There were three Iranian cooperative Tie Id technicians and one 
administrative technician on the staff of the Cooneralive Section 


at the tir~c of* cr- orr i va 1 


One or thc?n f however, v;as detailed to 


the Concur Ity roveiopnent Division of the Tehran Provincial Office 
v/'ere he was devotinej his tine to educational and promotional 
activities connected with organisation of a rural r^ilti-po.rposc 


i s wa s 


coooe m 15 va in the Crown Land Village or Tames tan • f 
ansour Ivrami, a native or Shiraz, who ha^ rl Sstin^tished himself 


o < 


co"vlvtoinc? sooaker with a syrooa that Sc understanding of the 
arrcers* orobleps and, wherever lie went, won the 1 r confidence and 


resooct 


Another of the three field technic!a~o was vortesa Vaki1^ad0h y 
of Isfahan. ho had served as operations advisor to the Vcrar-£n 
Dural Cooperative, the first nu1ti—purpose cooperative organised in 
the Drown Land Vi 1 lores* Chosen for a training nvzxn t to study 
cooperatives in the United States, he left in Septcnber f 19541 His 
neo.ievj, ilooshunc? Vakilsadeh, employee not lonp after and has 

developed into a valuable field nan. Upon re turn* nr* frorr* the 


: orte 2 a was emoloved 


ii ted States, i/ortesa was employed Wy the ne\; 1 v orpanized Alborz 
district Cooperative Whole—sale as their manager. 


The third member of the field team was Mi Tajhakhsh, who 
v/orke;. with the Rationed Iranian Oil Company for a mimher o:f v 
as an accountant, adnlnistrativc assistant and scouritv officer 


had 



Although .not versed orioinailv in cooperative accounting, he 


o.. keep in ci accounts 


applied his knot; 1 cj rje to the cooperative sy t 

and established the r,icthod of keeping records now followed bv 
cooperatives ••vhich called uoon hir.: for ass2stun 



Hand lira administrative details was Ar Xr AnsarI who resinned a 


I. TESr'ATI ii-fii. OX>'r.ltATlQli AO'1ST; NATION 

XXXy^(XXHKx3oOCOQC<KX^^ 


•JSOF’/lran 


A-CG1G 


LPC.LASA IFirn 


few ronths later. Min replacement was 
assisted in translating, Interpretin'?* 
the Protect 34 national Coral ttee• 

11 . P lOJ t : CT AG3EEMI UTS 


Toora ’ Seoc’in; 
and servinn as 


3 

ho has ably 

ccretarv to 


21 


Three Project Agreements Involved the major a t tent Ion of the 
technicians in our Cooperative Section* These were as follows: 


III 


1« Shah *3 Land Distribution Program 

2. Cooperative Specialist Training - 

3. Village Council Program - Project 

• -r.SCP.lPTi.>, AOJi. CT ACTIVITIES 

A. Shah’s Lard Distribution Program 


Project Agreement 
Project 84 
Agreement 64 
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Extension of lural Credit 


_ne of the features of this urogram was the extension of credit 
bv the Development hank to the new landowners In the villages 
distributed by :i»2.’*, the Shah. The first twelve villages to be 
divided were in the Vcramln Plains and were considered a demonstration 

area. Although the nlan called for extension of credit bv the bonk 

% • 

to cooperatives and bv cooperatives to In ilvldual farmers* the first 
loaos were i ode directly by the bank to individual farmers because 
no cooperative was then in existence* 


Varv soon after the establishnent of the Development hank* 
Ca-’lcv and his staff began n series of meetings lasting over 


&S To ‘ * 

1 o _ — --- . — - — - w ._- 

a three or four month period with the farmers In the Vcramln area* 
These meetings resulted in the organisation of the Vera? in dural 
■ 'ulti-ouroose Cooperative which had Its first, general assembly on 
' ay 3* 1D53. 

Original responsibility for tecltnical assistance nnd educational 
work with this cooperative was in the hands of cooperative technicians 
of the Community Development Division, with bear Fast foundation 
support in various fields including agriculture and farm machinery. 
Since one of the important reasons for assisting in 
' this cooperative was to have an efficient medium 


the 


o 


organization 
by -which credit 

could be extended to the farmers bv the Development Dank, educational 
and activity meetings were planned and executed in each of the 
twelve villager, of the Veramin Co-op in the fall of 19t<C., not 
long after mv arrival In Iran. Purpose of these meetings was to 
add a mutual liability credit program to the ranee of activities 
already being carried on by the cooperative. This was accomplished 
bv aiding in the organization of "Credit Locals’* subsidiary to the 



l&TERT?AT 3 •'}?!AL OOCT 5 8ATIOU A^'IHIST lATlOtl 
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USCr 5 .'!/ 2 ran 


A-2G1G 


UNCLASSIFIED 


4 



central or parent cooperative 


Mr. 

Land 
shri 
up I n 
been 
1954, 1 


opc rn 

r dr . C 

De vo 1 


The plan of approach had been worked out earlier in 1954 by 
cCauley and his staff and applied, first of all. in the Crown 
Vi1lane of Farlman, which lies about fifty nlles south of the 
e city of ?"eshed. A number of Credit Societies had been set 
this multi-purpose cooperative with the first loon having 
made by the Development Dank to the Cooperative in December. 

e amount of 700.000 dials* Technical guidance of 
tlons at Far1nan has been under the capable supervision of 

"'artIn. one of the thirty-one American Community 

a % ^ 


al 


o:y 


4 a • 

c n t 


Specialists recruit© by the Wear Last Foundation. 


i ic second of the three large central cooperatives In which 
the organization of CrcJit Societies was activated was in the 
large rown Land Village of Takestan. about 1CO kilometers west of 
Tehran, where thirty-five credit societies were organized. 

'dr* James Johnson, another Community Development Specialist 
contracted bv the Hear Fast Foundation, devoted >uch of his tine 
working with Vir* Enami, various Project ''’4 trainees, an-1 Development 
Bank employed vill me supervisors In this activation* 




The pattern of operatio for the organization of Credit 
Societies ha therefore, been tested and tried before being applied 
in the ycranln, it consisted of a series of at least t ree meetings 
In each village* The first session for general discussion, the 
second for rca .iti- o~ the by-laws, and the third or the election 
of the loan committee and membership signing* Jncc organised, 
trainln meetings were held with the newly elected loan committees 
in how to evaluate and process loan applications* Training of 
ca-oo personnel to assist farmers and loan cor::-' it tees with tht 
loan roakin' and accounting procedures been:'e an Important function 
of the technicians* 


F-arly in uovenber. 1954, "r* "JcCaulcv resigned fron the United 
States Operations Vission to Iran and departed for the United 
States* ”(* returned to Iran In February, 1955, under a Ford 
Foundation Grant as a cooperative specialist for the Hear Fpst 
Foundation* At that time operational responsibility for technical 
support of the v r eranin Vural Cooperative was turned over to the 
Hear F-ast Foundation* 


arise ting Cotton Cooperatively 


•r 


cce 


1054, the 


iI*St 


o' the end o 

the cotton cron of the Vera in Co-op 
from the co-os warehouses and hauled to the 


or be 



and second tickings of 
had all been taken 
cotton ginning factory 
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owned and operated by the Seven Year Plan Organisation at f-Itu 
In the Veranin Plains. Respite several uncxnectcd Intermit Sons 
bv the nananenent of tJje factorv in the ginnlno operation, about 
one-half of the 450 tons raw cotton was pinned bv that date* The 
balance was pat through the pins x</ttbout Interruption a''ter several 
nee tines with the manager and the She r Ita t-c—Ponbeh (Cotton Planning 
Board) o~' the Plan. Organisation. This experience served to indicate 
the extent to which the cooperative had to rely on the cooperation 
of government officials in order to get 
ginned. C.ositlnucd production of cotton 

in 


the cotton of its members 
by cooperative ner.bers 

may in due course necessitate ownership of their own gin or* as an 
alternative, a lone tern lease froi the factory at Gitu riving them 
the right to quick service on converting their raw cotton into a 
ginned product, which finds a better market• 


Xcv/s that c-Iic Veramln cooperative had 150 tons of too quality 
cotton to sell (thio included eleven tons belonging to members of 
the Jajerud dural Cooperative) traveled rapidly and agents of buyers 
began, contacting the technicians almost daily. They were Informed 
of the location of the cooperative*s headquarters at Kheirabaci, 
where they could obtain samples of cotton an: seed, as well as 
discuss turns with the hoard of Directors. The first price offer 
received was 53 Dials per kilo, but members of the board had 
decided on at least two thlnnsi 


1. 

2 . 


toe price of cotton would rise In 
They homed to better the p - Ice of 
received the nrecedinn vear. 


the snr Inn. 

Dials 


51 .05 


our kilo 


V 


use oard o 4 ' irectorn ha l seen the price of cotton rise some 
six or seven :-lals per kilo after the 1953 crop had been sold and 
they were certain that the price would again reach a ocak In the 
soring. This belie'", olus a desire to do better price—wise than 
on the 1953 crop, caused then to reject enrlv offers. 


offered 


Aetna 1 lv # after the 


d 5 i 


gin to climb* 


Initial bids were received, the prices 


-VI 


factor which concerned the 
technicians a great deal, however, wan an indication that the rial 
dollar exchange rate might he altered r akin" for a less favorable 
rate on export transactions. Bel then the extent of the change in 
rate, no* how much effect it would have on the orice of cotton 
could he ascertained. It was acreed in view of this new factor 
which would certainly affect r. te marketability of t >o crop, plus 

t .e mcertaint-- of the worl i cotton market rice due to cotton and 


be 


cal lc 

d a t. i 


* % 
/ 


textile surpluses, that these conditions would 

attention of .he v «oard of irectors with a recornr 
cotton x: sold at a >rice wnloh by this tine (February, 1955) was 
about fv. rials nor kilo. This was done and, although tie I rectors 


to the 
that the 
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21 


still wore confident, of hinder’ nr fees to 

cotton vjaa advertised ''or rale 

t he 


the 


sell# 

At least c;I :ht M’s were received on 
free 50 to r>3£ rials nor kilo. 


core and In no hurry to 
in the leading newspaoers 
anoolnted c’-rw ranoioo 


Unfortunatel’ , no distinction was rade in the quality of bids 
or status of the bidders. The hi oh bid# u/hlch was the one accepted 
bv the board# turned out to he one which could not be fulfilled# 
Failure of the bidder to produce t?'.c neccssarv funds resulted In 
the loss of his deposit but# lomedlately following the negotiations# 
the price o' cotton beqan to turn downward and# in o relatively 
short time, the dovmt =.rn had amounted to lO rials per kilo# 


V* ; T 


, McCauley lu his annual report of the VerexiIn 
Cooperative to r• C.J• hpalUInq# director of the Hear 




iral 

Hast foundation 


in Iran# for the r iscal year end Inc '’arch 21# 1955# expressed the 
o»£>: ion.tUat the experience gained In the marketin' of the cooperative^ 


Its 5 


/c 



u roved that in 


ea 


’ brokers unless m 

han.lled# are almost certain to work against the Interest o 
seller in two wa^s: 


operlv 

the 




1. 


In their desire to ’'tie u.j the seller’' in a firm agreement 
wit' - :- which t ie" can approach buyers# brokers talk prices 
or terns far better than thev can obtain fror uvers# They 
give the seller an unrealistic picture, thi”kln< : thev can 
coipromise Inver an.I seller later. 


f-. 


With sccnlni/l^ attractive offers and r»urc use plans that 
tempt further ;nventlnatIon, brokers can take u; hours, 
davs and weeks of '.he tire of an uncertain seller# These 
delays ca~‘ he costl-- in the Interest paid during the 
ucrlou of rclav and In r»cnov lost In a period of falling 
nr Ices# 


■ortunatoJv, a reliable exporter In the oerson of f r m 21 ‘orris 
Kats was located and all b it 30 toes v;ns disposed of throwqh his 
company at approx iris tc !*• f>u rials per kilo# Tic balance was sold 
throne?* mother ^irr at auout the sonic nricc# On the basis of 
seed cotton (before alanine) the price received amounted to 13#6 
rials a 
yc a r * 
avera pe¬ 
er OOe 


r 1:21c or four rials below th 


ved 


Tils was still at least 
• non—co* 


-b rial 


the nrecedinq 


above the sea onal nrIce 


» j 


o 


cotton sellers in 


* r 


he sane area for the irf>^ 


a 




Valuable lesions were qninc : b 
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.o r bers o v 
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marketia • experience 
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3 


i. tc of nu 


liciaus, onrd of l Irccfcor3# 
n;ra ..in co-op 1954*55 cotton 
a-iverse market# the cotton was 
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i 
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sold, debt* ware repaid, and faith of the member* in their cooperative 
as their marketing and credit agent remained steadfast* Members of 
the Board of Directors learned that speculation* by holding a crop 
which belongs to others in the hope of gaining a better price* la 
fraught with danger, and too risky for an organisation such as the 
one they represent to undertake* The experience gained proved 
valuable in the marketing of the 1555 crop which was sold In an 
orderly fashion by Mr* Kate, shortly after It was ginned* 

% • 

B« Cooperative Specialist Training 

1 

Origination 

■ 

i 

a | 

A Project Agreement for Cooperative Specialist Training was 
formalised on February 17, 1954* Six Iranian Governmental Agencies 
or Ministries Joined with OM2 In Joint agreement on this project* 

The six representing Iran were (1} Agricultural Bank (2) Ministry 
of Interior (3) The Seven Year Plan Organization (4) Development 
Dank (5) Ministry of Labor and (6) Ministry of Agriculture* 

a 

Project 84 evolved as the result of a realisation of the need 
for producing a corps of Iranian personnel who could work for local 
cooperative societies ns managers, accountants, graders, storekeepers, 
and in other administrative capacities. It was, also, recognised 
that not only was there a need for trained cooperative personnel on 
the urinary society level >ut that men trained in cooperative theory, 
principles, and operation were needed at the district and national 
level as well* This latter group is essential in the support of 
personnel at the primary society level for without then the possibilities 
of cooperative personnel in isolated primary societies being able to 
maintain some semblance of standardisation based on accepted cooperative 
principles becomes very hazardous* Consequently, the project not 
only provided for the training of future cooperative employees at 
various levels of cooperative organisation, but for government 
employees who by virtue of their field knowledge, would be better 
qualified to give technical support to those enganed in actual 
cooperative operations* 

Training Techniques 

The principal method chosan for education was the "on Job” 
training or a "learning by doing" system, somewhat similar to one 
phase of training employed by the U*S. Veterans Administration for 
veterans after World War II, and the Korean War* Accepted trainees 
would learn by actual performance on the Job In cooperatives to 
which they were assigned* The period of time Initially agreed upon 
was up to one year* This was later amended, when the project 
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wa» extended, to permit an additional i«ar proviuin 

was will!no to assume a portion of the tra? nine wa ao. 
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the "on 5ob" trah?n(!, the project, acrcomc st prov ided 
Instruction throuoh 


t! ;C co cjj >e rr. t i ve 
To 3 *.ipplorient 



that academic 

'••innrs, conferences, and r icld trine, he oiven 
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review of their applications and personal interview by the committee* 
for Demavand # fariman, Tah€stan # and Jajerud ftaral Cooperatives, as 
well as such urban consuiscr cooperatives as Tehran 1 ® Glycerine 
Factory and the Army Cooperative# 
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It cli; inated the necoasitv of the cooperative having 
to finance t ie entire juraen of salaries for employees in 
the initial stages of operation# fills was possible, 
inasmuch as at least, a part of the salary of the trainee 
is paid fro project funds* 
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In an attempt to find trainees with more stayinn power, the 
Committee adopted a >olloy of priority to men from rural environments 
and strove to find the sons of actual tillers o' the soil for rural 
cooneratlve assignments. T?iis did not mean, however, that men with 
urban backgrounds were eliminated from consideration fo* it was 
apparent that some of those who had been selected earlier were 

turninn out satisfactorily. 


LocotInn potential cooperative personnel In rural areas of Iran 
is not ad e^ey task. Invariably, educational levels arc consider# i> ty 
lower than those of urban youth and St is difficult to find seonle who 
are caoable of learni •; the Intricacies of cooperative administration* 
The ost success in this *er;ar<l hns been ret with those referred 
by cooperative technicians who work In the field. 
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Trainees salaries are paid wholly or In part from rojcct 
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that he vus selected a3 

a consulting technician in training co-op personnel, und to contribute 
to the oroanicatlon and dove 2 orient of wholesale caoponatives. 
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Mr# All Shams Sorays, son of a farm produce commission merchant* and 
with soma experience In the bazaar* was approved as a purchase agent 
trainee* Under the expert guidance of manager Morteza Vakil zadeh* 
his capacity for increased responsibility has good prospects* 


To facilitate the organisation of a rational Federation of 
Consumers Cooperative societies* Mr# Andre Saenger* Swiss Co-op 
expert* was sent to Iran by Ufl-ILO* lie arrived in Tehran in the 
fail of 1935 end has been meeting with the manager of the Albors 
Federation* and with the managers of three urban consumer co-ops 
(Army Co-op* Ettelaat Newspaper Employees Co-op, and Railway Employees 
Co-op) in an effort t~ achieve this goal# The conferees haw bean 
using the Swiss Union Charter as a basis for their work# 


Summarising Resuits 


Since the approval of the first trainee under this project about 
two years ago, a total o€ fifty-six Iranian Nationals have been 
approved by the Committee and referred to various cooperatives for 
approval or rejection by the Boards of Directors* The chief rural 


"pilot" 


centers have 


the veranln and Jajerud Cooperatives 


v 

1 » ?} 




with Pl3hva gaining ground, in this respect# No organised training 
would have been possible without the presence of cooperative technicians 
in the field who could advise and guide the trainees on their day to 
day activities# In addition to the headquarters staff* who have 
already been emnereted and Vito have spent many long arduous hours 
on field assignments, technicians working Out of the Near East 
Foundation offices giving technical support to the Veranln Plains 
Cooperatives have been instrumental in shaping and molding future 
cooperative employees and cooperative teachers# These technicians 
include John McCauley, employed by a grant from the Ford Foundation* 
iMorteea Vail lead oh, ‘Manager of the Alborz Wholesale* Engineer Jadidl* 
tong associated with furnishing technical advice to the Jejcrud 
Cooperative* and Mahmoud Gheravi* first trainee of the project who 
now manages the Veranln Cooperative# 


A total of nine, rural cooperatives have actually served as 
training facilities* Such cooperatives as Tekestan and Farlman 
which are outside of the Veranln Plains, have accepted a number of 
trainees# In the case of the former, teaching on the Job has been 
under the direction or James Johnson, and Engineer Madjd of the 
Tehran Provincial Office# In Khorasaan* of which Meshed Is the 
capital* several local Inhabitants are seemingly working out 
satisfactorily as future "helmsmen" of the Farlman Rural Cooperative# 
\fr# Calvin artln* with the aid of such Iranian, technicians as 
Engineer bahadoreadeh* Area Supervisor employed by the Development 
Bank, have done an excellent piece of work In Instructing them* 
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Urban Cor .3 :mer Cooperatives have figured In the training of 
cooperative personnel, though not to the extent of rural cooperatives, 
Mr, Fi roots Taleb-Bepl, head of the Cooperative Section in the Ministry 
of Labor, and Secretary of the Co-op High Council of Iran, has been 
active in recommending trainees, and locating training position* In 
cooperatives organised by the employes of the -ailnoad, Ettelaat 
Press, Glycerin'Factory, and members of the Iranian Army, 

Although the essential purpose of this project was to provide 
learning by doInn through actual assignment of the trainee to a 
cooperative, provision for supplemental classroom work was included. 
Thus far, "our seminars have been held in Tehran, These have bean 
for all trainees regardless of their place of assignment. To 
encourage participation of c oar els of Directors, a l Iowan oes for travel 
and per dion so they could attend seminars have been r anted to at 
least one director from each cooperative where trainees are assigned. 


duration. The most recent was held this *» f ear from April 7 


Ordinarily seminars are planned or a wee!; to two weeks 

this ,f car from April 7 through 

A >rtl 19, total of thirteen technicians participated, deceiving 

# * 

instruction were thirty four trainees, three managers, three board 
embers, and "our dohyars (village level workers for the flock 
Development Program) , 
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Classification of coo ^erativeo. 

Cooperative education and devc lopmertt, 
Structural organisation of tr.v.arv cooperatives 
Cooperative accounting. 

Cooperative credit and finance. 

Cooperative federations. 


In each of the seminars, slide films and movies o?» cooperative 
activitv and development In Iran were shown, Field trips to urban 
and rural cooperatives were made, several davs usually be inn set aside 
for this -irnosc, ; -r .?->•" the last seminar, 

a to.tr of ttie fishva ral Cooperative, They also were given a 
practical exercise ” ^ 


trainees participated in 


where the*' ve re ; 

servia- c ntorero. 


•v Andre Sacn-er at the Iranian A-r~v Cooperative 
hiOv:n r ood and bad features of 
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made to coroll nine trainees £n liar. 2c accounting classes? at the 
University of Tehran In Apr'l, lf»55* These classes were oond ctcd 
under the <. Ircctlon of the co--.il roc tors of the Institute for 
Administrative Affairs, Although most of the trainees tucked the 
desired educational qualifications comprisin': ellolbilitv Car 
enrollment, special c-liopfr aatlon for their attendance, iuc to the 
extreme need for trained accounting personnel in cooperatives, was 
requested from, and eras tad 5>v. the co-directors 
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The first course in basic accounting continued Into July, 1955, 
Trainees vho attended wre fron cooperatives within reasonable 
drlvl a' - ' l S o tnneo o' Tehran, Class sessions were held ,’r» the even Inns, 
twice weehl'--, f .spundeJ dun £ nr the hot summer months, the course wos 
renewed in the fall an * has lust concluded* fine t ra :cgs participated 
Since, for c.oct o" them this represented their ~Irst romcl ucndcialc 
experience in ncco tot Isv , "r, Ta ’bakhsh cone! ctcd a series of informal 
class uyctl.v 3 with the . to cor r> lemenfc the ins true tie • received at the 
University, 
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trainees In the field- This has been left largely to the 
Committee and, as stated earlier, four seminars have been 
held In Tehran- However, holding seminars in the field has 
definite advantages in that practical application of the 
knowledge gleaned may be used to solve leaned fate problems-, 
lt f also, serves a dual purpose in that membership education 
can be promoted by having members participate in the class 
sessions— inn lamentation of such a practice hinges on the 
availability of trained technicians with sufficient time to 
carry it out- 

d« Heavy respons Shi 1 £ties should not be placed on "green" 

trainees who are experiencing their first contact v/ith a 
cooperative- T^is car have dire results, particularly since 
the trainees will not be a: t to admit their ignorance 
regarding the duties which they are asked to perform- On 
the other hand, knowledge will not be acquired without 
acceptance of sone responsibilltv, and the responsibility 
should gradually be increased- The main point to bear In 
mind, however, is that close supervision should be 
maintained by the technician- Increasing the degree of 
activity for which the trainee Is accountable Is Inadvisable 
until he has demonstrated his capacity to assume added 
liabilities. The Board of Directors must be admonished to 
secure registered guarantees from each trainee- For 
security reasons, as v/ell as to keep everyone concerned 
infortned as to the financial status of the cooperative. It 
is advisable to instruct the Board of Directors to have an 
audit of the co-op*s accounts performed quarterly, or 
seta I—annually- 



e- Better coordination of the field training program might result 

f r or? regularly, scheduled contacts of trainees by headquarters 
technicians- Up to this time, contacts have been frequent, 
but not on a uniform pattern, primarily because the demand 
for technical service has not permitted time for operation 
on this basis- With the number of Iranian cooperative 
technicians gradually Increasing, this kind of Ilason seems 
more likely to be realised. 


(2) Qualities of Trainees 

The rigors and harsh life in most of the rural parts of Iran 
requires special characteristics or traits of those who make their 
livelihood in those areas- in searching for trainees who will make 
useful employees of cooperatives, the most desirable trainee applicants 
should have many of the fo I lowing qualities? 
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a ns from the Agricultural Division of CXI 2 , under 
n*r» Henry Kcrnan, forestry expert, had begun a re 
program In this area* An Integral part of this rogram was an 
meat in the operation of various types of kilns for ryro&j.clng charcoal 
from the trees cut down as part of the forest management program* 

These kilns had been built by ^r* Alexis Olson* who came to Iran for 
three months in the spring of 1955 * from the Connecticut Agricultural 
Experiment Station at New Haven* Connecticut* Purpose of their 
construction was to demonstrate the Connecticut type charcoal kilns 
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Oison f s experiment proved that the Connecticut type kilns 
induced a greater yield and a better cpiality charcoal than the 

type* Furthermore* they produced better results with dried 
wood* as opposed to the Iranian kilns which b 
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analysis of the operating statement for the charcoal section Indicated 
the Caliand Village Society could expect to receive, conservatively, 
20,000 rials as their share the first year* The Board of D 
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latter*s share of the income* Before we left. Community Development 
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Gorgan were working v/lth the villagers to begin construction of e 





% 

I 


5 

I 


# 

f 

I- 


# 






I 

t* 


"I 

• * 

I 

3 


# 




US CM/1 ran 







A teacher from the Ministry of" Education 


sant to the village and was temporarily holding classes 
owned bv the Kadkhode (MaySr^ 


had already 

In a 









technicians concerned with 





il Inst ration of hoar 
cts were abia to 


combine their e 

include village enterprise* commwilty 
of people in civ 
pertinert problems 





a n:j 

v/h 1 eh a r e still be inn 



Forest Mans 

and the 




training 




t 

Z 


Lack of contiguous 
Failure of sone 5 

idea of a 





'• 2 



1 

Ben. gab 

1 a 



♦ 





to 
nn 







A continuation of 
the villagers prove to 
they are capable of 
if this novel 



IV 


QUCLUS IOI 


? t 






r«evelopoent cooperative technicians have now 
integrated into the Devc 1 opment Bongah of the Ministry of the 
Interior^ Here they form a part of the administrative and 
services available for the rural community development program in 
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Expansion and development of the cooperative covenant In Iren 
can proceed on a sound has la no faster t'an the presence of qualified 
co-op technicians and co-op administrative personnel penal Is* 
Unfortunately, the supply is stilt Halted even though It has expanded 
son* In t!us pest few years* Continued emchests on training of 
personnel for cooperative technical services, for cooperative 
ca loyess end for goverrstsant agencies concerned with cooperatives fa 
absolutely mandatory* Only by so doing Is there any hope of eventually 
having an enlightened ii*sia*irsliip which can run their awn organisation* 


Setter chances of suceess, too, will exist In those areas where 
farmers hove an adequate or econo. Ic unit to operate* without adequate 
units to assur- the"., of sufficient return fro their labor, their cannot 
maintain a satisfactory standard of living* The success of any rural 
development or ogram will be influenced by the economic level of the 
people* 


ihe Iranians who comprise the team of technicians which will 
furnish cooperative technical services to the rural community 
developtuont :-ropra; - are dedicated to the expansion of the cooperative 
niover.ent i n Iran* Selected to head the beam from the beginning of 
the current Iranian vear Is *'.•» i: net alek- ansour, former lead 
of the ?'a X! ".sachi •’erv Co«*op Section of the Agricultural . £ vision 
of h'Sif'/Iran, who has lone beer* devoted to the con t important of 
all, thev are Insistent upon the establishment of cooperatives on 
basic international coo:i£ rex t Ivc r indoles* The future success of 
the coorvcrat. Ive : ove;:*nt. In Iran will depend upon saen like these* 

It has, indeed, bears rsy >r l vl l<*~o and -'lea arc to have vorhtd with 
them* 



